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ABSTRACT 

This booklet contains the proceedings of a 
Congressional hearing held to review the broad policy implications 
involved in defining poverty and income, and to gather information on 
the relationship of the poverty definition and eligibility for public 
assistance, revenue sharing, block grants, and other programs. 
Addressing the general question of whether current poverty standards 
portray true need, statements of, and communications from 
Representatives, government officials, and scholars are included. 
Finally, three articles are attached: (1) "Multiple Benefits and the 
Safety Net" (Maurice MacDopald); (2) "Poverty in the United States: 
Where Do We Stand?" (the Winter, 1984, issue of the Institute for 
Research on Poverty's journal, "Focus"); and (3) "The Measurement of 
Poverty" (Sheldon Danzinger and Peter fcottsdhalk ) . (KH) 
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-CENSUS AND DKBfGNiVTION-.OP POVERTY AND 

*' .INCOME * •' 

TUKSDAY. MAY 15. 1084 

Houhk .ok Rkprkskntativks,' SuncoMMrnrKK on Cknsuh 
and Population, Committkk on Post 1 * Office and 
Civii, Skkvicr, and SuncoMNfirrKK 9 6n OvKiuftairt, 
CommiItkk on Ways and Mkans,. 

% / , Washington, DC. 

Tho subcommittees met, pursuant to notice, at t);<lf> jvm., in ijoom 
XII, Cannon House Office Building, Hon. Charles B. Kangel (chair- 
man of the Subcommittee on Oversight of the Committee on Ways 
and Means) presiding. " « . 

Mr. Ranuki., The Subcommittee on Census and Population will 
come to oi\ler. * 

'Phis is a joint meeting held with the Ways and Mfcans Subcom- 
mittee on Oversight.. * ' 

Chapman Rill- (/lay has agreed to assist iRt^in this hearing in 
view of the fact that our chairwoman, Mrs. HaJI, is in Jiiigation. 

Chairman (May. . ■ »; ' * 

Mr. ('lay. Tlihnk you, Mr. Chairman. * . 

In behalf of (Chairperson Katie Hall and the Subcommittee* on 
Census of the 1'ost Office and Civil Service Committee, ifrgivfcs me 
groat pleasure to welcome you and your subcommittee of the Ways 
and Montis Committee to this joint hearing concerning the census 
and designation of poverty and income. 

The recoot initiatives by the Reagan administration a nil the 
Bureau of the Census have brought iitfo sharp focus the national 
debate over hovTincome and poverty should be measured. 

While congressional ad ions have significantly altered the array 
of factors considered in'defining incottie for tax purposes, the basic 
concepts underlying the offieiaLnoverty level" Wive not\ changed or 
Noripusl^' been considered forWchange since their* development 
almost two decades ago. * V 

Statistics show that the number of poor people in this country is 
on* the rfce. According to the Census Bureau, more than M4.4 mil- 
lion Americans are now living in poverty, an increase of H,!l million 
persons over the number of people living in poverty when Presi- 
dent Reagan took office. 

We knew that the Reagan administration entered office. commit- 11 
ted to reducing tin* size of Crovernmont, with particular emphasis 
on what it considered' excess spending on key social programs. By 
August of l!)S:i, it had succeeded in reducing spending in fiscal 
years to.BWii by a totaf of $1 10 billion. 




v service* job program, was terminated. There 
■i- mM^^TKMHits-in^m^dicaro, food stamps, and' education benefits. 
Therie were cut- in Social Security. Changes in welfare aid took 
vllOndreds ()f thousands of families with children off the rolls entire- 
ly and reduced benefit^ for many others. Many of these families 
; also lost eligibility fpr medicaid. , 
• Analyzing poverty and t-he impact of poverty programs on the 
disadvantaged* Is tnore than a theoretical exercise engaged in by 
economists and others. It goes to the heart of new policy decisions 
that could emerge after this year's Presidential election. 
TheWeduction of poverty should be a national priority, accom- 
• plish(»aHhn)U^h sound policies and programs which raise the stand- 
ard of living (qr poor families. Modifying the definition of poverty 
to include noncash benefits solely to statistically reduce the pover- 
ty rate is reprehensible." It diverts attention away from jthe real 
issues to be addressed — the factory which cause poverty and* the 
dire needs of poor people. 

We hope that this hearing will help us review the broad policy 
. implications involved in defining poverty and income and provide 
information on questions such as the relationship of the poverty 
definition and eli^iRMity for public assistance programs and other 
programs such as revenue sharing "and a number of block grant 
programs. 

We also hope that it will deal with the process, methodology,, and 
goals of efforts to value* noncash benefits in relation to the defini- 
tion -of poverty and what role, if any, should the Congress pipy in 
k defining poverty and income. 
Thank you, Mr. ChairmaiiL 
Mr. Ran(;ki,. Thank you, Mr. (May. 

For those people who wonder why this hearing is being held 
jointly, it is because* there* is no question that many people have 
entered ttu* poverty category because of domestic program Reduc- 
tions jfnd tax policies; % 9 

The Ways and Means Committee as well as other committees' of 
the House have jurisdiction over certain means tested programs 
that wen* reduced significantly as a result of budget reductions. 

The Census Bureau traditionally has been held to the highest 
professional standards and certainly lias done a great job for the 
country no matter what administration has been in power. Its /lata 
is used by Congress to determine how we can assist the poorest of 
tin 1 poor. ' 

By having closed meetings or having the perception that the for- 
muja is being politically manipulated, puts the Census Bureau* in a 
position of denying the poor the 4 benefits of legislation which to 
give assistance*, by making it appear as theaigh the poor are" not 
piSnfFr This is what happens when ye)U have* closed 'meetings. Cer- 
tainly those 1 of us in the Congress have been subjected to a lot of 
criticism for doing the* same thing. v * 

Se> that is why I appreciate the* fadt";that this committee has wV 
lowed the>se of us in the Ways and Means Committee te> share* in' 
this hen ring. We» ran hear from the* interested witnesses how to 
obtain a fair and accurate description of the* poor iiVthis country, 
se) that .collect ivHy we* are in a better position to do something 
about - it. • s 
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Congressman- Matsui, who is pn active member of the Ways and 
Means Committee, had volunteered to sit with the Oversight Com* 
mittee on these hearings because of his deep-seated concern about 
how the formula is being changed and what input is being pujt in, 
and of course why it appears as though the Congress is being ex- 
cluded. And again to demonstrate his deep interest, he is the first 
witness. 

1 want to congratulate him first on his interest^iis perserver- 
ence, an4 the contribution that he is making, so that when we do 
reafch a criterion, it's not going to be liberal or conservative, Repub- 
lican or Democrat, but its going to be something that people will 
think is fair and equitable. * . * 

Congressman, .you may proceed in the rrtanner that wijl make 
you feel most comfortable. 

STATEMENT OF HON. ROBERT MATSUI, A REPRESENTATIVE IN 

CONGRESS FROM THE STATE OF CALIFORNIA 

i 

, Mr. Matsui. Thank you very much, Mr Chairrpan. 

I appreciate the opportunity that both you and Mr. Clay and 
Representative Hall have given me and other witnesses today to 
teutify before the respective subcommittees. » 

Today's hearing serves an important, purpose as the questions 
concerning the definition of poverty too often are viewed as purely 
technical and best left to expert analysts. 

Policymakers must respond to the need for a more comprehen- 
sive framework for understanding what constitutes poverty and 
how to mitigate it< Members of Congress and other decisio^yimlyjrft^^ 
must acknowledge that these' technical matters have proUmnd 
social, moral, and economic ramifications. 

For a number of years, the method used by the Census Bureau to 
determine who is poor has been the subject of growing debate. 
Many critics argue that the poverty thresholds are based upon 
outmoded data, which only estimate minimum food requirements 
for a family's survival. Such needs as clothing, shelter/and medical 
care are not directly assessed. 

Others contend that in-kind benefits, such as food stamps and 
niedjcat benefits, should be counted as income, available to the 
oor> and many believe that the poverty threshhold should be 
ased on after-tax income. 

Leaving aside what the right ingredjonts are for calculating the 
number of poor people, we must apk a perils of more fundamental 
questions: . ' 

' Do our current standards go far enough in portraying true need? 

Should we'employ more relative measures, enabling us to appre- 
date bettdr the differences in lifestyles among (amiliqs on the con- 
tinuum of low and high income? 

How can poverty and the statistics which describe it he better 
understood so that Government can target its resources more &ffpc- 
jtively to con.hat it? 

These questions are not new. Nearly 20 years have passed since 
President Johnson committed this Nation to eliminating want by 
declaring a war on poverty. While we are still committed to this 
goal, the fact that 16 percent of all Americans continue to live 
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• " % bfe|ow that poverty line is a commentary that irf fact we have not 
.; '[ ,_ won that war on poverty. 
' • 4 ; •' Ruther than trying to solve this problem through vigorous efforts 
to strengthen the social safety net, this administration has indicat- 
• . «> ■- ed its desire to devise new statistical measures to hide the undi- 
minished needs of the poor, 

David Stockman told the Ways and Means Committee, chaired 
by Chairman Rangel last November, that "we are marching for- 
ward as a society to reduce the degree* of poverty if we measure it 
correctly, " 

This tendency was illustrated again during a recent Oversight 
Subcommittee hearing. The Census Bureau announced that it had 
chosen a panel of eight expert economists to review the Bureau's 
work on poverty measurement and to make technical recommenda- 
tions on how to Calculate noncash benefits in determining the pov- 
erty rate. This group, was selected at the request of the Office of 
Management find Budget, 

While the Government must receive the benefit of expert advice, 
the proposed operations of this panel provoked much concern and 
skepticism. 

Only one meeting of these eight experts was planned for the 
group to complete its work. The Census EJureau asked this group to 
review only those types of measures, such as . in-kind benefits, 
which statistically decreased the number of the poor, No thought 
x was given to evaluating alternative poverty measures, like using 
after-tax income or increasing the poverty threshhold, which could 
reveal an increase in the number of poor Americans. 

More importantly, this session was closed to the" public, and no 
outside input by Congress or interested parties was to be permitted^ 
This was in apparent violation of the Federal Advisory Committee! 
Actc ' 1 

It \vas only after I wrote to the Census Bureau urging them to 
open the meeting, arranged for nearly 60 of our colleagues to sign 
subsequent letters, and joined in a lawsuit asking the court to 
direct the Bureau to open the meeting, that this session was finally 
scrubbed. The contracts of the economists were also canceled, 

It is my view that the questions concerning poverty, income, and 
how to measure it are too important to take place outside of the 
public s view. Such discussions must occur in an open forum with 
adequate opportunity for all interested parties to comment and 
provide their perspectives ori this issue. 

To assure that the Congress possesses sufficient information to 
conduct a searching and substantive debate on the best ways to 
measure poverty, it seems clear thdt an impartial assessment must 
be compiled. It seems clear that an impartial asessment must be 
compiled for the purpose of obtaining this information so that Con- 
gress will 6e able to make the appropriate decision. 

I believe it is time for Congress'to establish a high-level, inde^ 
pendent committee for the purpose of defining what the poverty 
rate should be. This panel should be composed of experts in and 
outside the poverty field, whose views represent a wride philosophic 
spectrum, 
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The group should conduct a series of in-depth public meetings 
over the next year to. IK months as a means to establish a compre- 
hensive body of evidence. 

L intend to introduce a resolution in the near i'utute proposing 
the creation of such a^panel. 

Until such time as Congress can receive this advice and study 
more definitive data, I feel that neither ttte administration nor the 
Census Bureau should make any changes hi tiae official way that 
poverty is measured. * 

It also seems dear that the Cerisus Bureau, jn its annual techni- 
cal paners on valuing ifi-kind benefits, should examine alternative 
approaches to defining poverty such as using after-tax income. 

Dappite past problems from their government, many of the poor 
hnv£ slipped through the social safety net. We certainly cannot 
allow more Americans to be injured by statistical holes in the net, 
but, more importantly, we must resume our national crusade to 
eliminate poverty through effective and humane measures and not 
just by changing numbers^ 

Mr. Chairman, I would like to commend you and Mr. Clay and 
Representative Hall for the leadership effort that you have taken 
in attempting to bring thig matter to a head afid bringing if for- 
ward, p „ ' 

1 lecall justy+ast month when you chaired the Oversight Subcom- 
mittee hearing and had representatives from the Census Bureau 
present, how you advised them that they should open the meeting 
and, second, how they should consider income after taxes as part of 
their study. Unfortunately, they disiegarded' your recommendation 
and advice find were going to proceed with the meeting anyway. 

They subsequently, as I indicated, did cancel that meeting, lm 
afraid,, however, that they may resume it again, perhaps at a time, 
when we are in recess. That's why I think this hearing is so vitally 
important to make sure that we in Congress k how exactly what 
thuy intend to do, so thcvt we can protect the interest of the poor, 
since very few other people -a re concerned about them. 

Mr. Kancki.. Mfr. Clay will inquire. Also, if your schedule per- 
mits," you .are invited to join us, and perhaps we can get some of the 
answers to those questions ynu posed. 

Mr. Matsui. Thank you. * 

-Mr. (Yay. Thank you, Mr. Chairman. „ \ ' 

Congressman Matsui, you were the one who initially pointed Out 
the shortcomings -of the Census Bureaus approach jn studying non- 
cash benefits. Are you now pleased with the Bureaus plans to open 
up the meeting at a later date, and, if not, what are' your concerns 
about the new proposal for final action? 

Mr. Matsui. Weil, Mr. Clay, I'm pleased that thpv kneeled the 
hearings, and I am also pleased that they have indicated that any 
subsequent meeting, they will at least open it up. 

However, I really think that for the Census Bureau to hold a 
hearing at this time is somewhat premature— even to hold a meet- 
ing at this time is somewhat premature. The reason I feel this way 
is that lm afraid we may end up defining what poor people make 
in one way ahd defining what wag^earners make in another way. 

For examnlo/'M's Lake*a wage-earner with the United Autowork- 
ers Union. Very few people, when they consider what that person 



makes; consider insurance premiums, pension benefits, and other 
types of notjcash fringe benefits that they receive in calculating 
their full salary. Members of Congress are another example. 

Our salaries are public— we make $72,000 a year— but the Gov- 
ernment pays for part of our health insurance package, we have a 
pensicJn program, we have other benefits as well, but when we 
speak about what we make, we talk about $72,000 a year, not 
$100,000, „or whatever that figure would be if you count fringe or 
noncash benefits. . 

But it appbars.to me what the Census Bureau is doing is setting 
the ^tage so Dave Stockman in' the Office of Management and 
Budget could include noncash benefits in determining the poverty 
rate. A poor* person then would have to include foad stamps, a 
value for their health insurance benefits, the shelter subsidies that 
perhaps they 'are getting, and, all of a sudden, you oun see them 
makirfg $15,000 to $18,000 a year. I think that would be unfortu- 
nate—that we would basa their income le,veLs on one standard and 
the levels of wage-earners on another, because I think there's a po- 
litical problem, a misperception problem then. 

When I go bayk to California, somebody can say, "Well, gee, 
these poor people get $18,000 a year. How unfair that is. I only get 
$18,000 a year. Why should we subsidize them?" But they, are not 
including, when they make that statement, their noncash or fringe 
benefits, which are not taxed. t 

Mr: Ranokl. Sofneone told meMf the gentleman would yield- 
that it is possible for a medicaid patient that is terminally ill to 
livfe a life of poverty and die a rich person, if you just include the 
hospital expenses. 

Mr. Clay. No further questions. 

Mr. Ranoel, Would you join us, Mr. Matsui? 

Mr. Matsui. Ye*, I would like to^Thank you very m'Qch. 

Mr. Ranoel. The committee is indeed fortunate that we have 
available Ms. Mollie Orshansky, who has taken time out to share 
her views with us; I ask her to come forward. 

As most of us know, the country & indebted to her for the exper- 
tise that sl\e has given to this area: She has created the present 
standard as to what criteria ctetermine whether a person "is poor. 

On behalf of Chairwoman Katie Hall, we thank you for making 
yourself available. 

STATKMENT OF MOLLIK ORSHANSKY 

► Ms. Okshansky. Thank you. I'm not sure I can thar\k you for 
making me make myself available. 

It is dow some 2fr) years since the development of the Social Secu- 
rity Administration Crude Index of Poverty, whith eventually 
became the official U.S. statistical defln^itton Of poverty we mm 
use. » 

Its hard to Relieve that it's 20 years ago. It's even harder-whetr 
you do, as I did in the last few days, go back and read and review 
some of the things that we said and did, and I must tell you— and 
I'm going to illustrate it— that if you took away the date, with only 
a little tuck here, and there, you would think we were talking 
today. 



"Can poverty be nu*nsured?" I asked, How do we know? By what 
standard do we determine just how many and who are the poor 
who tug at the nation's conscience. - ' 

The number who aVe poor can be varied almost at will, /because 
there's no agreement about the way to count them, evenjgrn money 
income alone. This is part of our success story. if 

By thjp levels of living prevailing elsewhere, some of the poor in 
this country might be well to do, but no one here woyld settle for 
mere subsistence, even for his neighbor, Even our poorest may 
w claim more than bread. ' 

It is perhaps more difficult— this was written in 1965— to set a 
standard fop poverty as a public tesue, because, in the final analy- 
sis, such a procedure implies how much of our public funds and en- 
ergies we wish to commit, and I digress here from what I wrote 
then because everv now and then si rice I have said to decide who 
was poor was a rrfirabr of prayer rather than evaluation, and so I 
\ decided to see what theology might tell me. 

*Tm not familiar withyafl the religions of the world— -I'm sure 
they would agree— Bu^ way back in. the ancient He"brew, which 
help^ form thp^ history of our Judeo-Christian creed, the word for 
> charity defied as "giving tolhe poor" means the same as the woSd 
for justice, and *if you come farther along— not much — "Untq 
whomsoever much hath been given,, from him much shall be,n 
. quired," / 
Neither the present circumstances nor the reasons for thercy we 
said in l%r>, are alike for aT) our impoverished millions, and the 
measures that r can help reduce their number nfust likewise be 
many and varied. No single program emphasizing needs of one spe- 
ycial group alone will succeed. Any conflicts of programs that does 
f not allow for the diversity of the many groups among the* poor will 
to that degree leave the task undone. 

The poor have been counted many times. It remains now to 
count^the ways by which to help them gain a new identity, and 
tHen— I feel very wistful j*£ I read this— I said, "If we can think 
* bold solutions and drearyfbig dreams, we Hiiay be able to solve the 
problem oT poverty, even if we cannot yet agree on how to measure 
it." That's a sentence I don't think I would write today. ^ 

So what did we do than to measure poverty? Or, as I said, if we 
couldn't agree how mucp was enough, could we at least say how 
. much was too little? And there is the rub. 

- 'it's not only that there is difficulty in deciding what, for a socie- 
ty like oyrs, should be a ; social nr>ihimum above subsistence. If you 
really are concerned about illustrating the plight, the lack of well- 
being, or the degree of well-being among various segments of our 
population, you nave to have something to apply your measure to. 

bo. despite all the discussion as to why we didn t do this and did 
do that, the* fact remains that, Like good honremakers and I hope 
good' economists, we tailored what we needed to what was avail- 
able. 

The only element of family living for which thefe was anything 
like consensus on levels of adequacy) American style was food, and 
food costs, and I would fM\y it is still l<rue today, and acknowledging 
that the only reliable regular series that could toll us about family 
economic fitatus was the census annual report, the CPS, distribute 



ing for a sample of American families, by money income before 
taxes, a whole array of information by characteristics of the family. 

We could^ we did, develop a series of criteria from analysis of 
family income and food expenditure studies for units of different 
compositipn; we would say family size and whether they were chil- 
dren or adults. • * * ' 

Thug we could develop a^'rTtethod of classifying families, and by 
their income and relevant characteristics, the age, the number of 
children, their work status, and relate that to their presumed 
means or the poverty line. 

You^probably know now— we have all said— th*jt*that involved 
taking the economy food plan of the U.S. Department of Agricul- 
ture, determining— or, rather, estimating— it was not easy— how 
many dollar^ would be required on the average for families for 
given size and composition,* and assessing, or guessing, if you will, 
or hoping, the total amount of income tjiat one, might assume 
would be required to make it possible for families to obtain that 
food without— on the average—without having'to give # up another 
necessity. , : 

To be sure, the very process of counting the po^r— that is, stating 
the relative vulnerability of different population' groups— itself re- 
sulted in enlarging the data base. We developed larger samples,' 
which made rt possible to Have more accurate representation ofi 
some population groups, more detailted questions, and more sophis- 
ticated data analysis. 

The uses stretched the data to their limits, and, some would say, 
bayond. 

A byproduct was that measuring poverty, counting the poor, or 
discounting them sometimes, was now a major occupation — and I 
interpose here, because it will come 'Up, the reason that income- 
money income before taxes is the base with which our poverty cri- 
teria were, applied is, because that was and remains the o^ty regu- 
lar, reliable, large, government, statistical series that exists or ex- 
. isted. I don't know what we would have done if there were other 
things, but there weren't, and there aren't. 

By 1 as we continued to debate, attention seemed t6 drift 
from what we might do about the poor to how many there were to 
do something about, including theUarge? issue of why money income 
alone was counted. 

Had anything really* changed? Listen. I'm quoting from the 
debate we had in 1978. "The same situation exists today." That 
meant as had existed in 19(54 and 19(55. "We have not come even 
close to consensus on the amount of money needed- for Items other 
than food. Therefore, we resort to trie same surrogate prpcedure— 
t he 1903 costs of the O.S. Department of Agriculture econorrt^JlAod 
plan originally developed with an eye to JJMwi family food choices^ 
and that remains the core of the official poverty lines adjusted only 
for year-to-year price changes as measured by the Bureau of Labor 
Statistics Consumer Price Index." ' 
4 Since 1909 these poverty counts, which have sort of grown, have 
been designated by the Office of Management and Budget as the 
official statistics on poverty. 

We could, by shifting to a modernized, better— to me that means 
higher poverty matrix*— with the • uneven income distribution 



among U.S. households, raise the number called poor, but wfnvould 
also change the composition of the group by residence, age,, race, or 
sex of the family head, or delineate an even greater number by 
moving to a totally relative income measure, such {is half the na- 
tional median inJome. • * 

And again 1 write, "We cpuld change the number of poor by ex- 
panding the definition of fncome to include benefits such as food 
stamps, housing subsidies, healthcare services npt now included iijf 
census income —this was li)78— "but we are not even close to 
agreement on how to put casflFWlues on thqpe things/' 

My problem is that counting people richer when they are ill but 
only if their care is financed from public funds and not from em- 
ployer-funded insurance means we may be misled into thinking 
problems of the poor need no further consideration, 

For myself, I do not beliew it is enough that the poor shouW die 
the richest in the cemetery. i 

I want to find this, I feel very prescient. "If it is any consola- 
tion"— this is 1978— "I might say, some 18 years after the original 
poverty line was |teveloped> that all its inherent limitations were 
« acknowledged by us at the start, Unfortunately, we have as yet no 
solutions, Perhaps the greatest progress is in the urgency with 
which the deficiencies are now addressed." 

Now I want to say explicitly what has been implicit in my discus- 
sion, and that is my concern that we are overly 'concerned about 
numbers. We seem -preoccupied with exits from poverty and com- 
paratively unworried about the entrances into it 

One of the great debates in the land is whether we do really still, 
as so many poor among us, with or without the dubious valuation 
of noncash benefits, and whatever version of the poverty census 
statistics we use,, the count suggests we have come a lung way jn 
the last 17 years — rrtake it 20 or 25~or so in decreasing poverty as 
we measure it. 

Then why, after transfers even in money terms alone, especially 
with add-ons for all the nonmoney goods and services, are we still 
having sessions on poverty today? 

Definitional niceties aside, there remain many hurdles before we 
can sound the proud clarion of success, Hovyever we count them, 
we have lifted a great number out of poverty, but is the index dt 
success based solely on providing exits with no thoughts to blocking 
the entrances? Have we no care about who faljs into poverty in the 
first place, and why? 

Granted, a compassionate society will see that those with too 
little^mohey of their own vt^ll not drop below some level of decent 
living, Ought noj an enlightened society be worried, top* about less* 
enihg the need for such a system in the first place? 

Poverty whs never a random 'affliction, and today it te even less 
so» Jt should oe a major concern that the burden of poverty contin- 
ues' to weight hdflvily on women who/ in growing numbers, bear 
major responsibility for raising children alone and face their old 
age (done as well. r # 

The risk of poverty for a* woman and her family today te over 
four times as nigh aa for a man and hip. Today was 1978, but it 
could be right now< 

: ,■ \ . /• V '• ' . . ' , < - : . 
s • • •> • • 
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We should not continue to look away while blacks, American In- 
dians, Spanish Americans, and other minority grouty know poverty 
at a rate three or four times that afflicting other ethnic groups. 
. It is sobering to find today, no less than when the war on poverty T 
began, that many children are born to be poor and with a manifest 
destiny predictable by where, they live, the race and occupation of 
their parents, and even the numbers of brothers and sisters that 
have arrived before them. 

And so I don't know whether we are measuring poverty right, 
and I don't know what the best way is to count the poor today, but 
I wish we could concentrate more on causes and remedies than on 
umbers, 

And I feel constrained to add for today one thing. What bothers 
me, what should'both^r us, about the work we have seen on includ- 
ing noncash income. "We can discuss— and I hope we will — the irrel- 
evance, to me, the inaccuracies, statistically and conceptually, for 
applying a money-plus-noncash-income concept on to a poverty line 
which was derived from money income alone. 

We should talk more about changing the income distribution to 
be more complete all through the line, not just . for the poor but fbr 
those of us from whom rniuch shall be required, But most important 
of toll, I think the, tone, the interpretation of these figures, even if 
we could accept tHem as they are, is cruel, 

I don't think, even if the numbers are right, they tell us that the 
number of people we counted poor are not poor, What they are tell- 
ing us, that some programs, some of which we have control over on 
the Federal basis and some not— some programs designed to help 
people with not enough money to get along have succeeded, are 
succeeding, in alleviating the distress for the poverty gap for some 
of those we call poor. That (joesn't mean they weren't poor, 

I think in our society, to have to depend upon public programs is 
a form of poverty which we'don't want to perpetuate from genera- 
tion to generation, but more important than this, if we really are 
doing so well, why do we have any left? 

What about the large number of poor households— and it is 
large-^who get nothing at all? Food stamps. You can argue about 
counting them— how to count them. Food stamps, a program specif- 
ically designed to help the poor, and yet 42 percent of the house- 
holds we define as poor on a money income basis did not get food 
stamps at all * » 

The same kind of information can be shown for the other pro- 
grams that are counted, 

Some of the difficulty is because the definitions we use on the 
One hand to collect income and the definitions that are used for the 
program— I mean the noncash benefit program— differ, but that 
isn't the whole difference, and if we are to use these things, we 
should not only use them properly, but we should really see what 
they imply for what is still to be done. . 

And if I may have my last word, one of the things that wa&cUs- 
turbing to me, and to jnany of us, vvas the assumption bv peoples 
other countries or even by people in this country that because yfe 
hud poverty lines, automatically we had in place programs of as- 
sistance for those who f^U below those lines. 
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It of course was never true, and one day in exasperation, when 
one of my colleagues asked me, "But Mol lie, what do you get if you 
are poor? M - I thought about it anfl flaid; "You get counted/ 1 And 
now I have to say bitterly, "You're real lucky, In 1984, if you are 
poor, there's probably a one in two chance you won't even make 
the list." * ■ 

Mr, Rangkl, Well, we certainly hope that you cohtinue to work 
% with us as we not only wrestle with the problem, but also in just 
% trying to define the problem. 

Tell me, when you worked toward the definition of poverty/did 
f you ustt income before taxes— the same criteria that is used today? 

Ms/ 0r8HAnsky. Yes, and I think I should explain again, You 
know, after the fact, people are always very wise, and they know 
all the reasons we did things. 

There was not, and there is not, an after-tax money income 
series which you can use. It is true that at the time vye— I have to 
say "I;" when the poverty line is in question, nobody wants to join 
me. * • * 

When I was working on this, for most families 'with the level of 
money income we were talking about, except the one-person fami- 
lies and the very large ones, the poverty lines would be below the 
amount of incame at which ordinarily Federal income tax would 
begin, ^hut's sort of a rationalisation. 

The hml fact was, I feel you have to tailor what you do to what 
you have available that you can have confidence in, and the only 
income series that I knew then and the only income series that I 
know now that I feel is regular enough and largfe enough that you 
can have confidence in "because the census does it, is the series on 
money income? before taxes, and in. doing this, as in chopsing the 
lowest food plan that the Agriculture Department had, it's not sub- 
sistence but it's low, as in choosing the so-called multiplier that I 
did and that I got approved, I thought— and I'm not sure it was 
right— I thought that the important thing to do was not to oversell, 
that it was better to maybe understate the need; it was better to 
come, out with fewer people in poverty than you might really think 
were there, so that those who were looking at the figures and figur- 
ing out What to do could be Certain that if there were some 01^ 
there that they had not been made aware of, at least the ones you 
were asked to focus on were what I called the undoubted poor. 

It was a concerted effort to be^—I don't know whether to use the 
word "conservative" or hot, but to be as reasonable and correct as 
possible, and so we had no other chojce, and I don't think we have 
one now, unless the Census BOreau or someone else adds questions 
. to the interviews so that you can determine fjamily-by-family what 
some other form of income is. * ■ 

I'm afraid I don't always agree that some of the statistical ma- 
nipulations we make and the fancy things we get off of computers 
necessarily give us usable answers to apply to individual units. 

Mr. Ranoel. Well, be patient with me because^ am not being 
tTitienlJfcam just really trying 4 to find out what factors entered 
your decision, and of course, we all want to find out how we can 
impcove upclft your Work, 

I Itccept the rationalization and can understand it tltot there 
were not that many poor people paying taxes and so It was easfer 
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to uho the census criteria, but when you ended up—and even prior 
to that, you said* that this v/m the r best data you had— pretax. Then 
you ended up saying that all census has to do is rephrase the ques- 
tion. 

Would not post-tax income be a better criteria? 

Ms. Okshansky. Yes, and I didn't mean' to be impatient with ydu, 
Representative; I'm just impatient with some of the criticisms that 
other people make. 

I think that the best way for many things and for income and 
expenditures in particular to find out what a family has or does is 
to ask the family. / t| 

Now you sometimes ask a question directly: How much taxes did 
you pay? You may also say, instead of asking that, because some-^ 
body will be afraid they won't answer — you coulcj ask, have you 
had any specially high medical expenses? Did you— I u can't go 
through the list of deductions, but did you*spend extra money for 
your child's education or day carer—to give you same way of going 
up or down from the average amount of tax you might expect a 
family of ij particular size and' composition to pay. 

I think that wouldn't take as much effort and maybe even as 
much money as the simulation and matching projects that we have 
to depend on now in the absence of such data. 

Mr. Rangkl. When you did your work, you were will) the Social 
Security Administration. ,4 

My question to you now ts, since Congress has the responsibility 
of trying to meet the needs of the poor, do you think that ttye defi* 
nition of the poor shojild be given to the executive branch or. the 
Congress to respond to that; or, should the legislative branch have 
the responsibility of analyzing the economic levels of Americans 
and then attempting on their own to respond to their needs? 

,Ms. Okshansky. I certainly think the legislative branch should 
and has exercised— it should do it more— some Concern over what I 
regard as one of the most pressing issues. I don't know how to,, 
shall I say, insulate the work that needs to be done against politi- 
cal pressures or even . fashions in research. I just don't know 

We never have had^~I shouldn't say "never"— certainty since 
I've been working on th H is, since 19(54, there has not really been an 
agency which had as its assigned roletthe definition of the poverty 
line or l»ven the analysis of it. 

The Contois Bureau collects statistics, and they were designated 
as the reporter of the statistics, based on the statistical definition 
of poverty, Phe Social Security 'Administration, I'm proud to say, 
let the work on poverty go on, not because it was going to be the 
work on povepty but because they regarded it, I learned, as part of 
their general fesenreh mandate. 

So I would not like to see the legislative branch not involved*, I 
really am not wise etfough to know What the best way is. 

It may be* that— well, I sometimes think— and I don't know 
whether this makfs s sense— that maybe what you have to do'^rith 
something like this is not to be fussing with it every single year* 
but to keep a system in place for a while to giv£ you some opportu- 
nity to see * how you are doing and then, at some point, make 
changes* ) 
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I think the legtelfUtive process could be invoked to see to it that 
th* poverty line, like the minimum wage, like the income tax, like 
Social Security benefits, gets a look every now and then, or the 
Consumer Price Index, that at certain intervals some evaluation is 
made. « 

I kind of wish— butmaybe this is because I was not around when 
the Social Security law and the attendant things were passed— I 
sometimes wish we could have another cofcimlfctee on economic se- 
curity^ like the one I heard about and Jieard Ms; Perkins talk 
about, which would review the status of our people, and what kinds 
of things they migty suggest need attention, but I'm afraid I don't 
know enough about how the legislative process works to be able to 
really give you an answer. 

Mr. Rangel. Thank you, Ms. Orshansky, 

Mr. Clay, 

Mr. Clay. Thank you, Mr. Chairman. S ♦ 

Is there any evidence available on hovytonsumption patterns 
.have changed in the last 10 years? / , 

Ms. Orshansky, Yes. 

Mr. Clay. Can you tell \\s some of those? 
• Ms. Orshamsky. I won't say exactly 10 years, but the Bureau of 
Labor Statistics does *ncpme expenditure studies approximately 
every 10 yearn in connection with the revision of the price index, 

The Department of -Agriculture— and it's not coordinated in 
time— has been doing family food income and expenditure studies 
roughly every 10 years. 

The last food expenditure study that the Department of Agricul- 
ture did was in 1078. I think, if one looks at those numbers, it is 
clear that food consumption patterns have changed since the 1965 
study, which didn't put into the poverty line, and t,he 1955 study 
Avhich we had. 

As one example, the proportion ' of money income dedicated to 
food expenditures— I mean money— is now somewhat lower, which 
means, although it sounds contradictory, that you would get a 
higher poverty line because you would need riot %\ for every $1 in 
order to be able to: buy a dollar's worth of food, you'd need $8.4 or 

The same kind of pattern shows up in the Bureau of Labor Sta- 
• tistics' study where the expenditure patterns have changed. As 
fancies have more income, they spend a somewhat smaller frac-, 
tion of their income— this is on the whole, ngt for every single 
family— on food; housing mav be different. \ . 

I .think there have been changes, and it may well be that— well, 
there have certainly been changes— excuse me for interrupting 
myself— in the spending for medical care, because health Insur- 
ance—whether its medicare, or medicaid, if you want to call it 
that— or employment-related insurance, has grown. 

So Jthat it might well be that if one looktd at th& data now, I 
don't thjnk we'd eyer leave out food as a component of a poverty 
budget, but we might- well want to add s6mething else in. There 
are more things that are available now, and there are more things 
that could be madfe\avriilable if w6 decided we wanted to do them, 

Mr. Clay, The poverty line currently is derivea by multiplying 
the economy food plan by three; is that correct? * 



Ms. Orshansky. It was derived by m.ultiplyimT"fSr families of 
three or more—it's different for one or two— the economy food plan 
cost estimates as they were in the food plan that existed in 19&4, 
which was based on a 1955 survey. " 

So that for people to say now that the economy— that the pover- 
ty line expresses three times food, costs is no longer true. After all, 
we took the dollars fdr food— say, $100; I don't know what it was; it- 
never was $100, but let's say it was $100 a month for some family. 
We said, "Sufe. They need $300 of income at least in order to, buy 
that food." . . * , , i • 

We now have adjusted the $300 to conform to the change in the 
Consumer Price Index, but nobody can say now— I can't— with the 
relative changes, say, in food prices, housing costs, medical dare ' 
costs, whether* if you priced up the food component of thaUndex, 
it would still he whatever the price— you know, the total CPI is, 
and if you were following more recent consumption patterns, you A 
have to say if it cost today $100, I would have to say they needed, 
not $300 for that— to be able to buy that $300 comfortably--they 
mi^ht tieed $350 or perhaps $400, 
We are as,ing a very old measure,. 

Mr. Clay.. So you don't really have a figure, but you know m 
should be higher than the three; is that correct? . , • 

Ms. Oijshansky. 1 did have, when the . 1965 survey— the f 004 
survey which the Department of Agriculture carried out then— was. 
out, and they had a new food plan, which they called the thrifty), 
food plan. I did back in about 1974, I think it was, in connectibn 
with a committee that was reviewing, of all things, the measure- 
ment of poverty and noncash income. . * 

We did then devise an updated set, the Orshansky Update, based 
on the fact that it looked as though you would need to spend— 
you'd need to multiply the food cost not by 3 but by 3.4 for the av- 
erage family, and the food plan itself was a little bit higher at 1974 
prices— which I think was the base year I used— than the economy 
plan moved up to that dollars would be, and we did then come 
forth with a whole series of figures showing what the 1 impact on 
the poverty numbers- would be. • 

I don't want to take the time to look for them now, but we did 
have a whole series of numbers, and the number of families and 
individuals in poverty rose considerably, if you usea\ may I call it a 
more realistic version, and it's not all that realistic, but it was at 
least 10 years better, you know, than the earlier one. 

But there seems to be a long lag— I don't know why, aside trom 
the poverty line— in the analysis of family income studies. We are 
doing better than we did, but I want you to know that the Con- 
sumer Price Index, which you now use and We use to adjust the 
poverty line and everything else, which was issued in 1978, I be- 
' fieve the revision was made, and thfit was based on 1972^73 studies. 
So that we are always, it seemB to me, at least a decade behind, 
and for the poor we seem to feel we .have to be two decades behind; 

I don't krrow why. ' 

, Mr. Clay. Thank you, Mr. Chairman*. 

% Mr. Range*/ Mr. Matsui. 'J 
.: Mr. MatsuI. Thank you, Mr. Chairman. f 



Ms. Orshansky, everybody that! hjaye talked' to that's involved 
in this issue says, "You have to talk t;o Mollie Orshansky;" I mean 
you are the one. I appreciate your testimony here. , 

I'd like to follow up on a question posed by Chairman Rangel, 

In your testimony, you indicated that one important ingredient 
of all the statistical information is that there has to be certainty in 
the process — is this correct?— in terms of income, in terms of these 
kinds of things. Is that correct? You used the word ."certainty/ 1 J' 
believe. . ■ ■ ■ - t 

One of the problems that I see now with the definition that yOu 
have, and one of the areas that the Census Bureau just refuses to - 
look into, in spite of the fact they are looking into all these other 
noncash benefits, is the whole issue of taxes that Mr. Rangel 
raised. 

Wheh you first devised your formulae you did ridt deal with taxes 
because individuals at that level were'paying virtually no taxes. 
Ms. OttSHANskYi Yes. 

Mr. Matsui. In 1978, a family of four, at the poverty level, would 
end up paying 4 percent of their income in the form of payroll or 
income taxes. , 

Since the Reagan administration has been in office, and after the 
1981 tax bill tjiat was supposed to help people so much, now that 
same family of four at the poverty level pays $1,076 in the fortn of 
taxes or 10.1 percent of their income as taxes. 

Now, I can assure everybody, including you, that that 10,1 per- 
cent will remain, so there is an element of Certp|ity in the fact « 
that that's goingtto be deducted by the form of payroll taxes or ■ 
income taxes out of the approximately $10,000 or so that that 
|amily of four earns in the form of income, 

Don't you think that in defining the poverty level we should take 
into consideration that 10 percent of that family's income goes into 
oayroll taxes or income taxes? I mean that's certain to happen, 
Nothing is going to change that; certainly this administration is 
not going to change that. 

Ms. Orshansky. I can't argue about the 10 percent, so I'll have 
to take your word for it. 1 4 • " 

Mr. Matswi. Yes. 4 ' 

Ms. OrshaNskv. Bijt I think that the point you make is an excel- , 
lent one, And I'd like to go even farther than that. The poverty line 
developed, like the income statistics from the census, did nQt come 
from God, it came fronvme, and one of the things that has seemed 
ironic. to me is what man hath wrought, or what .woman, hath 
wrought, eveh woman can't tear asunder. , H 

We had in the Social Security Administration an opportunity— 
we took it— to try to change the poverty line b^ck in 1969, not for 
taxes; we wanted to raise it because the 1965 survev in the food 
plans looked like it ought to be raised, and it's one of the few mis- 
takes I think my head of the group I \yas wording with, Mrs. 
Maricyi, made; maybe she had to ao it; I* don't know. 

Instead of us Just doing it, we went to the Office of Management 
and Budget and the Council of Economic Advisers, and they said. 
"You can't change it; it's no longer yours," That's what .they tell 
me now when I say, "Don't add nonmoney income in; 1 didn't put it % 
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there." They say, 4M Yoli've got nothing; to do with it now," It's. a 
thing in itself. * * 

So the compromise was, we changed to the Consumer Price Index 
method of adjusting the index each year. ' 

That's what I meant when I said I don't know why, hard enough 
as it is to do these things, we then have to assume that we are 
stuck with them forever. 

I think it would be wrong to Change them every— to change the 
concept every single year; that's what I don't like in a sense about 
the relative measure; you never can tell where you are going— an 
absolutely relative, measure— but there isn't any reason that % 1 
know of why somAhing like this has to be stuck for 20 years in one 
place, and if I was changing things, I would cio^a lot of things; I'd 
not just want to add in the' taxes; J think I'd want to do something 
which I have stated in what I've written but I didn't read it tdday, 
which I really didn't think about at the time that I was working on 
this. • * " i , 

1 was concerned —the first 'thing I did on this was about families 
with children, particularly those with no father in the home, be-^ 
Cause all the poyr children in the world belong to me, and what t 
was tryfrTg-to show was the difference, the negative difference, be- 
tween what they could look forward to and what more fortuhate 
kids could, • • 

It was really the differential in opportunity because so many 
women who are heads of families, particularly with children, 
weren't working, and if they did, they weren't eaNjin& verv much, 
It didn't occur to me to struggle vyith a v§ry important differential* 
which really fits in with the taxes too. 

I think one of the difficulties with the poverty line is, you don't 
have one poverty line per family size; you have several, depending 
on how many of the people are children under 18, but you don't 
have any way of distinguishing what is assumed, as a self-con- 
cerned and generous nation, we nave to provide as justice for those 
who are either unable to work or limited in their workability, and 
what we expect a family that is working to be able to have, 

I don't believe in an egalitarian society. I think it's a goal, You 
want to improve things, but you don't expect everybody to have the 
same, and if you work, you are supposed to get more than if you 
don't work, and so our poverty lihe should be differentiated, 

What we have now really Was on the theory, you know, the Med 
women, who are my children too, and the ? young families wjth chil- 
dren. They Were basically, you know, dep$hdents, and the poverty 
line, I thought, was serving them; J 

« I think that we.. have to do somethingHo maintain the -differen- 
tial* and it really . Is true that in the worst case a family of four 
that was on aid to families with dependent children and got x dol- 
lars, jgompared with a family of four headed by, let's say, a working 
man, who got just about tmt same amount of money from his job, 
would end up differently. 

The noncash income isn't what I'm* thinking about, but the 
family of four that gets ita money from AFDC wouldn't pay taxes 
or^ it. The family of four where it was being earned would pay 
income taxes and Social SecJurjjty tqxee, which for low-paid workers 
are a very big ghare of their income. ' *■ 

->■» • • • . 
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I think theft, to be : fait we should be thinking about ^oae thinOT.' 
And* the other thing, again, since I don't have the responsibly fox 
the income series,, which the census does, naturally I tel] them 
what they ought to do. I think the income series We how have, 
which goes back to 1947, has itself become serllualy deficient, not 
lust because of the taxes— tjiat we could co*rect^]but we rLpw* 
have— and it's one of the reasons that poverty ^eciihed/ hot be- V 
cause we did something; it was because they, the; families, did 
< something. We now hav$ more and more families wh6re there Jhas 
to be more than ohe person working. If it's a married couple, the . 
husband and the wife are working. " * / i 

Those dollars cfon't, when you add them up for tMfe two peoples 
don't really go as far, and shouldn't be expected count ttie 
same— you know what I mepn^to go as far as *yhen only- one 
^person works, and I have' to say my poverty lines, liKe^hdj are ve^ry 
old fashioned. * - ; Y- . 

It says that if you are a woman ' and jyou want to' have children* 
it's better you should get married, o,r at least you should have a 
meaningful relationship, and being very modern; they say* "If you 
reajly want to stay out of poverty, yovi should go to wprk/ w 

Well, I think those adjustments in money income, which' will ' , 
make it easier to take care of the different problems ofspeople a^re, 
frankly— I dbn't know whether they are easier to do, but ^we are 
much better able to do them at this point than to diddle around 
with whether I count medicare one way and medicaid another. 4 
Mr. Matsui. May I just ask one more question? ; , v v 
Mr. Rangel. Sute. ' 1 . V"V / 

IJtfr. Matsui. Have you had a chance to read the testimony of 
DaVid Stockman, the Director of the Office of Management and 
Budget, about 1983 in which he talked about redefining the poverty r 
rate by including dn-kind benefits? J .. ? 

'*? Ms. Orshansky- I haven't tead it recently, I'm sorry.. ' 
> Mr. Mat sui. Perhaps the staff could send you a copy, a#d I'd like 
your thoughts on his report, or his testimony, if at all possible; Mr., 



Chairman, would it be appropriate tljat Ms. Orshansky V cdrtt^ 
be placecHn the record in terms of her analysis of Mr. Stockman's 
testimony of last year? ' / * 

Mr. Rangel. If she is willing to do it, we will have it put i# the; 
record. * • , 

Ms. Ohbhansky. Yes, I am. • 
i I'd just like to say in advance, I think one of the difficulties we 
fell have, and I suppose I was just as guilty as anybody else— i$ we,< 
think of the war on poverty as something you can win, afld by whi- 
ning ,w$ nflean no more poor. : r, 

I don't know that thai tan' ever happen with the changes that 
are takinfe place in demography. aid work opportunity for our pot* 
ulation, ftven under the present definition, but. I know that if it 
ever didj in that moment, if We had any sense—and there are 
always some people around— we would extend the wifr because we 
would continue to be looking for ways to help those that are at the 
lower end get close* to the middle. i 

We are not talking about subsistence, we are talking about what 
you ought to have in this wonderful country and feel that you have 
a right to because you are an American, and that has changed, and 
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if I may digress Co? a moment, in 1935-36, after the Depression, 
and when some of thelladies on whom we really depended so much 
carried out the first big income expenditure study, a lady named 
Margaret Stecker canief up with a budget for a family— I think it 
was supposed to be for a dependent family— and when I first stud- 
ied that, I was furious, because she said (a) they were not allowing 
for a radio because the electric current for keeping it in place they 
would not allow on the 'charge, anatehe saffl she didn't allow for a 
newspaper because if you wanted newspaper, you could walk to 
the library and get it. Today, how' would you look for a job? 

OK. -In 1948, when the Bureau of Labor Statistics, led by Dorothy 
Brady, came out with their monumental modest but adequate 
budget for a working family, not for a dependent family, they "did 
not include a television set. Why? Because nobody knew how much 
it would cost to repair. v " 

Today— and I don't know whether tliey Ha^l a telephone—today 
wo worry that people won't have access to a telephone, We want 
them to have a radio and a television set, §p, if nothing else, we 
can tell them about a tornado or civil defense. * 

So, althotfgh the poor may be invisible to us in* this cmm^ry, we 
have the most informed poor in America, and as the rest v of us get , 
better* off, we have to t /whether it's out of magnanimity or social 
justice or just plain self defense, see to it that some of this extra— 
this improvement in standard, of living is allocated to the poor also. 

If you are^ going to do that, you know, I don't know when you can 
claim ttyt the war has ended; maybe on Judgment Day; but it's a/ 
process; it's*not something that you say, "When I get rid of the $36 
■ million"— I should live so long— "then I have no more problem." 

I think in that sense maybe the chairman had a point Maybe 
the legislative branch is the one that 'would designate where and 
when §uch assessments of what really should be or has become the 
relevant social minimum' for the country— you can call it the pov- 
erty line; you can call it something else— should be at a given time. 
Mr, Rangel. Mr. Martin*. 
Mr. Martin, No questions, Mr, Chairman. 

Mr. Rangel. Ms. Orshansky, you are trulv a remarkable person, 
. and we thank you, not only for the work tiiat you have done but 
\ y^urwillingness to continue to work with us. , 
Okshanjsky. Thank you. 
Mr, 'Ranger Your testimony has not only been informative but a 
'pleasure for Us to Jisten to, Thank you very much, 
y". , h The Deputy Director of the Bureau of the Census, Louis Kincan- 
'^''hon. .' \ s 

]\Ir. Martin. Mr. Chairman, if I may be recognized while they 
#>- v a,1J8 coming to the table, I want to submit for th^ hearing record & 
u '^^to*e«(nent My our colleague, Jjm Courter of New Jersey, a membe^ 

of the Subcommittee on Census and Population, 
^-X.-M*- Rangel. Without objection. V ^ 
* iS jThBr.statenient of Mr. Courter follows:] 1 

i" 1 ' Prepared Statkmknt op. Hon, Jim Courtkr ^. 

<.;, Mr. Chairman: I would like to ttxkv this opportuhityto commond the gentleman 
v .! 4(^r^t^>|^ihg thfahearfiig today on a topic of importance* to us all. 



/ The qyeatlon of whether or not to include noncash benefits income in judging 
whether un individual in poor in not only controversial but complicated. 

Noncash benefits have grown dramatically in this country in the last 20 or 25 
years. A major question vto face today: -Are the noncash benefits meeting the neGds 
of the poor? In my opinidh the Census Bureau's attempt to value in-kind benefits 
represent ah important step forward in analyzing techniques which would resolve 
the controversy of non-cash benefits. We should also re^earcfi and Consider the ap- 
proach for valuing fringe benefits* received by middle and upper income households, 
such as employers contributions for pensions and health plans. I feel the research 
qow being conducted which was mandated bv Congress in budget language in 1980 
will enable us to truly focus on the issues ana the deficiencies of our current estima- 
tion techniques. 

r The current system and procedures used fqr measuririg^overty in the United 
States npises many questionp and continues to come under growing criticism. 

Our existing definition bf the poverty threshold was developed in the 1960's, 
Many analysts Ceel that thf estimate of income distribution and poverty are distort- 
ed becatfse. pf the failure to count noncash benefits. ^ 

1 am of the, opinion that V(e should continue to research trie issue of noncash 
income and afl practical techniques as we proceed in developing the most equitable 
and responsible approach in valuing nortcash benefits. 

Mr. Ran^el. Mr. Kincahnon> you can read your statement, or 
you can highlight it. • 

STATEMENT OF LOUIS KINCANNON, DEPUTY DIRECTOR, BUREAU 
OF THE CENSUS, ACCOMPANIED BY GORDON GREEN, ASSIST- ' 
ANT DIVISION CHIEF, POPULATION DIVISION 

Mr, KINCANNON. Thank you, Chairman Range!. 

The statement is not* lengthy, so I will read it, if you please. * 

I'd like to introduce Dr. Gordon Green, who is Assistant Division 
Chief in our Population Division and is in charge of our teehhical 
work on income. 

Mr. Rangel. Welcome to the committee, 

Dr; Green. Good morning. 

Mr. Kincannqn. In response to the committee's request, this tes- 
timony covers work at the Census Bureau on collecting qnd valuing 
data on noncash benefits, underreporting of income, and after-tax 
income. We will also discuss the role of the Bureau/s new Survey of 
Income and Program Participation on these topics. 

The Census Bureau Ka& been the source of the official estimates 
of income distribution since 1947, and of poverty since 1969, The 
official estimates are based solely on money income andtdo not in- 
clude noncash benefits of any kind. 

In recent years, noncash benefits, have grown dramatically for 
persons all along the income distribution, It has been argued that 
the Bureau's official estimates of income distribution give an in* 
complete picture of economic well-being because of the failure to 
count noncash benefits. * ' 

The Bureau began the collection of data on noncash benefits in 
the March 1980, Current Population Survey. Wp collected informa- ) 
tion on the characteristics of persofjtf receiving various noncash ' 
benefits, ' including food stamps, free or reduced price school 
lunches, public housing, medicaid, medicare, and employer contri* 
butions for pension and health programs. 

The Census Bureau has continued to collect information on the 
recipiency of these benefits in the Marcfi CPS, and we have issued 
annual reports on this subject. We have not attempted to collect in- 



formation from OPS respondents on the value of benefits, with the 
exception of Xhe face»valuc of food stamps. 

In September 1980, the U.S. Congress requested the Secretary of. . 
Commerce to expand ^fforts to collect data on noncash .benefits, to 
develop procedures to valutf these benefits, and to show their effect 
on pov0rt)' estimates in published reports, „ f . * 

Pro#<nmothy Smeedirfj£i a. professor of economics, was appointed * 
as a Census-American Statistioal Association research fello\v at the 
Census Bureau to develop the initial methodology to value noncash 
benefits. > ' * * 

Professor Smeeding worked full time at the Census Burqttu from '• 
September 1980, to September 1981, and then continued as- a part- 
-time employee until March 1982. He worked ^losely in conjunction 
with Census Bureau staff on .this {Project, and their efforts resulted 
in Technical Paper No. 50, issued in March 1982. This paper exam- 
ined several different methods of valuing noncash benefits and^v^ 
showed their effect on poverty estimates for 1979, 
\Fol lowing, the issuance of this paper, Census Bureau statisticians 
worked on ways to refine the methodological procedures developed 
hy Professor bmee^ing and to place them in aft operational frame- 
•work, _ * 

* In February 1984, the Census Bureau isstied TechnicaJ Paper No, 
51, which updated estimates of the value of npncash benefits and 
their effect on poverty estimates for the period 1979 to 1982. 

The valuation procedures used in Technical Paper Nq. 51 are es- 
sentially the same as those develQped by Professor Smeeding, Both 
reports included it hree separate ways of valuing noncash benefits 
foi* three separate groups of food, housing, and medical benefits, 

The Cerisus Bureau will be conducting extensive work in the 
future on the valuation of noncash benefits. In August 1984, the 
Census Bureau v will issue another technical paper showing the 
value of noncash benefits and their effect on poverty estimates for 
198!{ t Our p|an is to issue this report at the same time as our ad- 
vance report showing the official estimate of poverty for 1983 based 
on money income alone. 

The Bureau has expanded the collection of glatu on recipiency of 
'noncash benefits in its new survey of income and program partici- 
pation, or SIPP, which started in October 198!$. 

The first report from SIPP, which will contain data for the third 
quarter, of 1983, will be issued in early September. The SIPP will 
^eventually provide much more detailed data on noncash benefits 
Mbr all areas of the income distribution than currently 'available 
from the current population survey, 

.We have a number of experts on income at the Census Bureau- 
Ever) so, polleetyng data on noncash benefits and assigning dollar 
Values to them i is a considerable methodological and conceptual 
challenge. We Have sought advice and guidance iji a number of 
/ ways to augment our expertise. — " • 

We have also brought our work forward in appropriate public 
forums to ensure critical review by independent peers, as is essen- 
tial' in a scientific endeavor. This began in September 1980, with 
the hiring of Professor Smeeding, and specific activities are 
planned through August 1985, When we anticipate a session of 
papers sit the American Statistical Associatipn meetings. 



As one of these steps, we had planned to hire eight expert con- 
* sultanlp to review our work and make recommendations for future ; 
work, The consultants "were to have met afra 1-day meeting on May ' 
18 to discuss various technical issues, and their written report was 
to be made public. # •' 

W£ ha^e cancelled jrtiis meeting. Individuals and organizations 
outside the Census Bureau had characterized the purpose of this 
meeting as being to provide advice on changing the definition of 
poverty. This is not correct. The definition of poverty is the statuto- 
ry responsibility of the Office of Managem^pt and Budget. 

Rather, the Census Bureau was reguestiftg technical guidance on 
issues regarding the measurement ot incbnte' and the valuation 8f 
noncash benefits. 

The charge given .to the consultants was to address thrfee distinct 
, technical issues: / 

One, what types of cash receipts and noncash benefit^ should be 
included in the Bureau's definition o( income? It yms not confined 
simply to Government benefit progrartis. 

Two, what are the most preferable methodologies for valuing var- 
ious noncash benefits? '.."■/ * i 

Three, is it appropriate to compare income including nonpash 
benefits against the official povertyythr.esholds, which are btfsed on 
money income alone? t 

Cancellation of the meeting doe4 not eliminate the need for an 
indepth technical review of^tne issues that have been raised, As a 
result, we are examining alternative* ways to obtain this technical 
advice, ^ / 

We will continue to obtain advice from oUr census advisory com- 
mittees, which meet in the spring and fall of each year. We^hope to 
arrange a session on this topic at the American Economic "Associa- 
tion meetings in p^mber 1984/ # J 

We also are considering a specjial session on noncash benefits at 
an upcoming Census Bureau knnual research conference, to be 
held in March 1985. We may commission a series of papers on this, 
topic by independent experts, f . *: » . 

Another" alternative under Consideration is to hold, a special in- 
[vited conference to -'discuss methodological and conceptual issues, 
We will keep the committee informed and apprised of develop- 
ments in this area as our plates become more certain. 

Concerning^ ymjr question About the underreporting of income, it 
is well "known that income data collected in household surveys are 
often underreported/ Underreporting can arise either from inten- 
tional concealment, honest Oversight, or lack of knowledge. Under- 
reporting results in a false impression of the level of aggregate 
income and can lead to incorrect inference^ about the relative well- 
being of different groups.* , 

The^re is evidence thqtSitfcome underreporting problems ; are most 
serious in the upper arid lower portions of the income distribution.. 
As a result, the proportion or the population in upper income 
brackets is understatec^and the number of people in lower brackets 
. is overstated. 

Although the problem of income underreporting results in an un- 
derstatement of income for; certain population groups, it may not 
seriously^ affect the analysis of year-to-year Changes in income 
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levels, As long as the bias from underreporting is fairly constant 
from year to year/the survey data are' likely to provide an accurate 
picture of the changes experienced by different gnftps. 

The most recent data available on the extent 5f underreported 
income are from the March 1980 CPS, Comparisons of the 1980 
CPS estimates with estimates derived from independent adminis- 
trative data reveal that overall income in the survey, after imputa- 
tion/ is underreported by about 11 percent, However, wide vari- 
ations are found in the amount of underreporting by source of 
income. 

Underreporting ranges from only about S percent for wage and 
salary income to as much as 58 percent for interest income, Both 
reported and imputed proportions of CPS aggregate incomes are, 
^shown in attachment 2 to my testimony. <A 

We, are optimistic that our new survey of income and program 
participation will substantially reduce the level of underreporting 
from that experienced in the CPS,' The SIPP is an income survey 
that is specifically designed to reduce underreporting by asking de- 
tailed questions on money and nonmoney income received during 
each month of a 4-month period. 

Data comparisons between the CPS and the 1979 Income Survey 
Development Program, which was the precursor for SIPP, show 
that underreporting is much less serious when questiqns.are asked 
in the manner used in SIPP. 

If underreporting of income is still a significant problem in SIPP, 
the Bureau will explore alternative adjustment techniques, such as 
' linkage of survey and administrative data and the use of statistical 
models. . " § ' . r 

In the meantime, we will monitpr the le>?el of underreporting of 
income in all of our household surveys and publish the results in 
recurring reports. 

The Census Bureau testified befofe the Subcommittee on Over- 
sight of the Committee on Ways and Means on April 12 concerning 
the payment of taxes by tow income persons. The Bureau very re- 
cently began work on estimating after-tax income for households, 

Even though we do not have information collected directly from 
our annual March income survey on taxes paid, wehave developed' 
procedures to simulate the taxes paid by households using survey 
-and administrative data sources. 

The types of taxes that \fre have simulated include Federal indi- 
vidual income taxes, State income taxes, Social Security taxes, and 
property taxes on owned properties, 

We have published estimates of after-tax income for 1974, 1980, 
and 1981 in recurring reports issued by the Bureau, and, inciden- 
tally, the results in those reports* are also shown for persons below 
• the poverty' level. ' * 

We plan to issue 19^2 estimates in July, These ,1982 estimates 
will reflect bhe 10 percent reduction in tartrates for 1982 and other 
changes in the tax la\y as of that tima. 

Recent data show an increase in the percent of poor households 
paying Federal individual income taxes and a alight decrease in the 
average artnotint paid. The percent of households Below the poverty 
tevej paying Federal income taxes increased from 4 percent in 1980 
to. 0,5 percent in 1981. . ( % 



Changes in the relationship between the income tax thresholds 
and the poverty thresholds appear to have playeji a major role in. 
the increase. In 1981, the poverty threshold for a family of four ex- 
ceeded the minimum taxable income for the first time since 1974, 

Also contributing to this increase was the recession occurring in 
1981, a situation thaj; caused an increase in tte working poor, a 
group more likely to pay these types of taxes, The average amount' 
6f Federal income taxes paid by households below the poverty level 
declined slightly from $196 in 1980 to $180 ia 1981. 

A more significant tax for the poverty population is the Social 
Security payroll tax. We also found that the proportion of house- 
holds below the poverty level paying this tax iricreased slightly 
* from 41 to 42 percent between 1980 and 1981. In addition, the aver- 
age amount of Social Security payroll taxes paid by poor house- 
holds increased from $250 in 1980 to $290 in 1981, 

The official estimates of poverty are based on before-tax money 
income rather than after-tax income. Erased on the official before- 
tax concept, 13-.3 percent of all households were below the poverty 
level in 1980, Using income after the -payment of Federal and State 
income taxes, we have estimated the poverty rate to have been 
only 0.2 percent higher. t 

If Social Security payroll taxes are also deducted, the, poverty 
rate for households in 1980 rises to 14.1 peijent. However, this tax 
carries with it entitlements \h the form <ff future income, which 
historically hpye disproportionately benefited low*income recipi- 
ents. 

It also should be noted that the official poverty definition is 
based on the percent of income spent on food after the payment of 
Federal and State individual income taxes, not on. Social Security 
pay rolf taxes. 

. I .would like to mention that the new survey of income and pro- 
gram participation will collect information on taxes;, paid and will 
provide our first estimates of data in this area based directly on 
' survey questions. u 

The first collection of tax informatiorvpn this neiyft survey will 
cover tax year 1984. I would like to not^klj^ver, that our House 
Appropriations Subcommittee last.weeMMMjPP funding for 1985 
by $1 million. We are still assessing hofl^||H^ill affect the timing 
and quality of this survey. , • 

In closing, I would like to observe, in response to several remarks 
that, so far as we know, no protag&nist on any side of the question 
of valuing noncash income has suggested that health benefits be 
counted in a way so that the sicker one is, the richer one is. 

The general approach is to use an insurance premium-based ap- t 
proach. There are still plenty of problems remaining in valuing* 
that and .other kinds* of „ noncash 'income without going down that 
false trail. 

This concludes our presentation today/and we would be happy to 
provide the committees with any additional information they may 
require, * « 

Thank you, Mr. Chairman. * / 4 V . 

[The attachments to the prepared statement follow;] 
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Appropriation^ language , 
H»R. 7584, 96*th Congress* Second Session, September 1980 



■ 19 ■ Bdieav or the Census 

20 RALABIEB AND EXPENSES 

21 For expenses necessary for collecting, compiling, ana- 

22 lyzing, "preparing, and pubbshita^ statistics, provided for by 
28 law, I SttCCKMXK) $55,600,000. Prodded, That "the Secret 

24 tar}' of Commerce is directed to exj^te the program of col- 

25 lecting through appropriate surveys, data on benefits received 

J and data oil participation in Federally funded, uvkind benefit 
2 programs. Programs on which data are to be reported in- 
8 dude, but are not necessarily limited to food stamps, medic- 

4 aid, medicare, and subsidies in areas such as housing, nutri- 

5 tion, child care and transportation* The Secretary Hrf Com- 

6 mcrce is further directed to continue research and testing of 

7 techniques fo^r assigning monetary values to in-kind benefits, 

8 and for calculatgg the impact of such benefits on income and 
0 poverty estimates. The Secretary of Commerce is* also direct- 

10 ed to include, in survey reports beginning no later than Qcto» 

11 ber 1, 1981, appropriate summaries of data on in-kind bene- 

12 fits and estimates of the effect j>f in-kind benefits on the 
18 number of families and individuals below the poverty level. 
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Table A. Comparison of CPS Aggregate Moneflncome 
Money Income Adjusted to CPS Money Ipcome 
Allocated CPS Amounts r - 
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in 1979 With Independent Estimates of Aggregate 
Concepts, by Type of Income and Reported and 
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Table 1. PERCEAJ'DISTRIBUTION OF POVERTY HOUSEHOLDS, AMD PERCENT OF POVERTY HOUSEHOLDS PAY INS 
FEDERAL INCOME AND SOCIAL SECURITY PAYROLL TAXES; 1974 AND 1981 



Characteristic 



lotah........ ........ 

Race and Spanish Origin of ■ 
Householder; 

White* MIM IMMI MMfMiim 

Black. 

Spanish origin........**..... 

Type of Household: 

Family households.. ; 

Marr1ed»coup1e families: 
With no f elated children 
ynder 18?, ....... ....... 



1974 


1981 


Percent 
of 
total 


Percent 
. paying, 
federal . 
taxes 


Percent 
paying 
Social 

Security 
taxes 


Percent 
of 

■ total 


Percent 
paying 
Federal 
taxes 


Percent 

pitying 
Social 
Security 
taxes 


100.0 


5.8 


40.9 


100.0 

. ♦ 


6.5 


42.0 


72.9 
25.8 
7.7 


* . 
• 6.0 
5.1 
9.4 


39.9 
42.7 
51,1 


71.7 
25.8 
8,4 


6.9 
5.2 
9.8 
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39.1 
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19.8 
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Figure 2. Percent of Households Below the Poverty 
Level Paying Social Security Payroll Taxes 
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Figure a Mean Amount of Federal Income Taxes Paid ■ : 
by Households Below the Poverty Level 
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Figure 5. Percent of Households Relow the Poverty 
Level Before aj " " ' 
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Mr. Rangel. Thank you, Mr. Kincannbn. " „ 

Your statement, on page 4, says that the definition of poverty is 
the statutory responsibility- of the Office of Management and 
Budget. " 

Mr. Kincannon. Yes, sir. V 

Mr. Rangel. But they reached this definition based on the data 
that you collect; is that not correct? ? 

Mr. Kincannon. Yes, I think that's correct. 
^ Mr. Rangel. So to a large extent, whatever final definition they 
make in terms of who is poor and who needs assistance, the credi- 
bility of your data— or to put it another way, their decision is only 
based on how good the information is that you are able to furnish 
them; is that correct? ' \ ♦ - 

Mr. Kincannon. We hope that their decision is firmly based on 
high quality data, and I should observe that it is not based alone 
on— I mean it would not necessarily be based alone oh our data; 
there are other sources* of data that could be brought to bear oh 
that question. 

Mr. Rangel. But do they, the OMB, tell you the criterion which 
they want you to go out with to collect the information? 
', Mr. Kincannon. We collect income data, and they have declared 
that what we have collected is used as the poverty threshold. 

Mr; Rangel. But do they give you direction on how you should 
be doing your job as it relates to collecting data for them to make 
the decision as to what the definition is of poverty? 

Mr. Kincannon. They giv*e to the Census Bureau and other sta- 
tistical agencies of Government guidance generally on the kind of 
data needed io be collected for a whole range off Federal programs, 
and policies, and analysis needs, and$hat would include poverty. 

Mr. Rangel. To what extent are*;$^ willing to assume the re-, 
sponsibility of determining who is popr in America from the 
Bureau of the Census point of view? 

Mr. Kincanno|St. I don't think the job of determining who is poor 
in America is a . job that is suitable for the Census Bureau. I do not 
5 think^ is primarily, or certainly not solely, a technical question. It 
involves many aspects beyond trie technicalskflls that statisticians 
and economists can bring to it. 1 

Mr. Ranq||. Well, coulcl npt the political guidelines be given to 
you to do an effective professional job, and yet the conclusions 
would be a political conclusion rather than one that would be. 
based on sound collection of data? / ; f > 

Mr. Kincannon. TNtfi hot sure I understand your question. 

Mr. Ranqel. Well,>jsLp hites these economists that you will be , 
working with? v* 

Mr., Kincannon. We hire the economists for the Census Bureau 
that we work. with. I'm really not trying to dodge your question, 
sir. - jb 

Mr. Rangel. No, no. I don't have any problem with the Office of 
Management and Budget making political decisions; they are politi- 
cal appointees, f do have a problem with dedicated public servants, 
such as yourself, being charged with itiaking decisions that exclude 
a large number of people who are really poor and making it appear 
that they are not poor. You are saying, if I understand yftur &su* 



raony correctly, that you don't make that decision, you just go out I 
and eollect data, and OMB makes that decision; is that correct? 

Mr.. Kincannon. No. It's a little more complicated than that. In 
the particular instance about collecting and valuing noncash 
income, we are operating, in our view, under the instruction pro- 
vided in law by the Congress in September 1980, rather than any 
direction from OMB. 

Mr. Rangel. Mr. Matsui. 

Mr. Matsui. Thank you, Mr. Chairman. 

Mr. Kincannon, you had eight economists that were selected' by 
your office for a May 18 hearing that was going to be closed to the 
public. It was a task force discussion session. What role did OMB 
play in the selection of those eight economists? 

Mr. Kincannon. At a technical level in/the Census Bureau, we ' 
consulted with OMB about an appropriated ist of experts, qualified 
experts, in the topics, who could be in tHr&t group. 

Mr MAtsui. Did OMB make any independent irecommendations, 
or did you submit— your office submit to them the list and they 
signed off on the list? What was the process 1 through which the ul- 
timate eight were selected? 

Mr. Kincannon. To my knowledge, they did not make independ- . 
ent suggestions, but I was not directly involved in those negotia- 
tions, so the process, as far as I understand it, was submitting a 
list. ■ 

Dr. Green, you may want. to comment on that. 

Mr. Green. Yes, we did put together a list of economists who we 
felt were experts in the particular areas that we needed to look at„ 
for the problem of valuing noncash benefits, and then we conferred" 
with the Office of Management and Budget on the selection. 

But it was really a Census Bureau selection, a Census Bureau 
group of what we felt were the leading experts in the country that 
could give Us a serious technical review- of the three issues that we 
wanted them to look at. . ' 

Mr. Matsui. Did you submit 8 names to them, or 16 names to 
them, and then they signed off on them, or what was—what actual- 
ly happened? • . 

Mr. Green. Well; as the discussions were going on, there were 
more than eight originally, as we talked about people who would . 
be good selections, but we came up with a list of eight 'who we felt 
were preeminent. 

Mr. Matsui. I understand that was your final conclusion; you got 
eight; but how was that list derived? I mean, how many did you 
have, and then did you submit 1(5 names to OMB and then OMB— 
what happened? 

Mr. Green. I also was not involved in all the deliberations, Con- 
gressman. 

Mr. MAtsui. Was the^e anything in writing— in other words, did 
you submit d letter of transmittal along with the names. 

Mr. Green. We did put together a list of the eight people and 
their affiliations and discussed why we thought they would be good 
choices. ' 

Mr. Matsu|. Why was. a list submitted to the OWB office in the 
first place? • r 



Mr. Green. Well, the Office of Statistical Policy At OMB oversees 
statistical work, so it seemed entirely appropriate, but I will note 
• that we were dealing with career people there, not political people. 

Mfcz Kincannon. Let me say that it's not at all unprecedented 
? forHfe qt the Census Bureau, over a period of many years, to have 
consulted with the Statistical Policy Office, whatever its Jmme has 
been, in OMB, or wheh it has been lodged elsewhere, abotit particu- 
lar experts to hire on particular projects having to do tfith im- 
provement of statistical series. That's simply not unprecedented. 

Mr. Matsui. You were aware oPMr. Stockman's testimony of last 
year, however, when you did submit the list of the eight economists 
to OMB— is this correct— th6 testimony in which he discussed non- 
cash benefits as being part of income? 

Mr. .Kincannon. I was not particularly aware of that' separate 
piece of testimony. I'm not surprised at that theme in his testimo- 
ny, and that "same theme— same point may have been made in 
other testimony as well. . . 

Mr. Green. I can also say, to my knowledge, that the contents of 
his testimony were never brought up in selecting tfce individuals^ 
Mr. Matsui. Do you plan to reconvene a group of economists any 
time this year to disctiss this issue to any degree at mis time, or 

art you still formulating your 

Mr. Kincannon. Well, we are still deciding the best way to gqt 
advice. We want to have advice from economists of that stature, 
H the people who have worked in appropriate fields, to give us their 
k *■ technical* views on what we are doing. We think that would be val- 
uable to us. . * 

I think we have sh6wn by our cancellation of this meeting that 
we do not think we can afford to have that action misunderstood, 
, * and we have to find a way that we can do that and not milled 
f people about something going on in that meeting that should hot 
go on. : 

Mr. Matsui. If the Congress should ask the Census Bureau to do 
something {>y way of legislative language or report language that 
you people feel |s inappropriate, you would advise the Congress of 
that— is this correct— so that they could rethink the situation. 

Mr. Kincannon. Yes, sir. ' 

Mr; Matsui. You heard Mrs. OrshanskVs testimony before yours 
where, when she devised the definition of poverty in the 1960's, she 
indicated that she did aot take into consideration and would not 
expect anybody to take into consideration in that definition non- 
cash benefits; is this correct? You heard that testimony? 

Mr. Kincannon. Yes, I did hear that testimony. 

Mr. Matsui. 'But, nevertheless, in your dealings with the issue of 
poverty, you are now seeking to at least (tome Up with a definition 
of these noncash benefits in terms of how it would affect the pover- 
\. ty rate; is this correct? * ' ' ]s 

Mr. Kincannon. Wbll, yes, we ar$ doing that as directed by the 
Congress. 0 ' . ' * • 

f Mr. Matsui. Exactly, ^ut-^- 

Mr. Kincannon. In fairness, we are interested in measuring non; 
, cash income of all kinds, whatever we are technically able to cky 
and are moving to do so. 



Mr. MatsJi. ftut you did hear her testimony where she indicated 
that it cevtainly would be inappropriate, and she) was the author w 
this language; I mean, she was the author of this formula; so she is 
saying, basically, you shouldn't even be including these noncash 
benefits as part of the income level for the definition of poverty, 

Mr. Kincannon, WelL I'm not sure that that point of view can 
be accepted without c&*eful examination, ** 

Lpt's just sort, of tjurn^ it another way. If, for example, the Con- 
gress terminated the Food Stamp Program and we continual meas- 
uring income the way the Census Bureau measures it in the CPS 
now, it would not show that anyone was wdrse off. 

tyow, if you look at it from that point of view, I don't" think we 
wajit to fail to examine other ways of measuring income. ! 

tylr^MATSUt, Well, there wds a reduction in food stamps; 'there 
hasj been a reduction in some housing programs, section 8, 202; 
there has been a reduction in medicare benefits; but I haven't 
hetird the Census Bureau come out and say, "Well, gee, (fhat ifieans 
tjw poverty rate has gone up." \. * 

Wave you come up with ahy ; report — - ■ I 

Mr. KincanNon. Well, I tl>ink, as a matter of fact, in our testi- 
mony, either in April or before Chairman Rangel last Octpber, that 4. 
w^did say that changes sohie programs may have been a( cause 
in the increase in poverty in 1980-82, . , \ 

f )Phe reason we can't be very certain about that is that, agajn, we 
are relying on the current population survey, which h conducted 
onfce a year and deals with a calendar year income, and most of 
these programs have eligibility periods that are shorter than a 
yep, so it is very difficult to, really tell what' components qf that ; 
1 sort go into causing a change. 

that weakness on the part of thd CPS is one of the reasons for 
beginning the new survey of income and program participation, tt 
gefls monthly data with a 4-n(ionth recpll peripd, interviews/every 
pferson in the household rather than just f one representative ( 
member of the household,* and it is designed to obtain inftfrrjnation 
about participation in Federal programs like food stamps, and so 
oiv. ' '. ■ 1 7 . 

Mr. Matsui. Well, you know, it's my hope— and you have indicat- 
ed* to me personally— that you certainly want to work with the 
Congress to make sure that there is no' misunderstanding of what 
you are doing and what your Bureau is doing. v ' 

At the same time, you know, I reiterate my caution to you that I 
hope you -can understand why a uujmber of groups on the outside 
and why a number of Members of Congress are concerned about, 
what you are doing now. 

Mr. Stockman, late last year, comes up with what he consider* a 
revolutionary, scholarly report on redefinhig poverty to reduce it 
from 16 to ll percent. Some months later, you come up with a 

Ranel of eight that is selected in conjunction with the Office of ; 
lanagement and Budget. You then call a closed, secret hearing on 
May 18, and one day you are supposed to cdtoe up with a valuation 
of four different categories of inland benefits, > 

I hope you understand that by all of those actions, independent- 
ly, you hava created a credibility problenf for your Bureau, wmch I 
consider, along with Mr. Rangel, to have been in the pfist a very 



professional Bureau that business, labor, and^evprybody else has to 
depend upon for statistical information, I certainly hope that 
before you reconvene this meeting that you consult with the ap- 
propriate Members of Congress' tmt are involved, because we are 
three branches; we are thejhird, and I think it's extremely impor- 
tant that you, in fact, work closely with us on thia particular 
matter, . 

With tffat, I'd like to thank you.^Vhd I understand you are a pro- 
fessional in the Census Bureau, and you certainly do not want to 
get involved in political matters, but I'm just afraid that, because 
of some actions that have been taken, you have put yourself in the 
mfdUfe of a political situation. It's regrettable, but, at the same 
time, I hope that this lesson will not go unnoticed so that in the 
future this will not happen. 

Mr. Kincannon. I'm pleased to, be able to say, although some oc- 
casional pain bqcurs as a consequence, thiit we are not terribly po- 
litically sophisticated at the Census Bureau. ^ ^ ^ , 0 , 

1 can certainly understand how information on the part of some 
people about given events seen in a certain 'relationship could be 
misunderstood and how we would have been better off had we 
placed any actions we were taking in the context of all the actions 
we were taking. • ■ 

Mr, Matsui. Anf let me say, Mr, Kjncminon, that this isn't en- 
tirely your fault 5 or ther fault of the outside groups, This administra- 
tion has a tendency— and you don't have to acknowledge this— but 
has a tendency to redefine things in order to come up with the 
Pvrong conclusions, and I think that's why there is an additional 
suspicion that many of us, have had. The unemployment rate h$s 
been redefined, and a number of things have been redefined, 

I know you don't have to respond to that; I certainly don't want 
you to; but that's part of the problem that we have faced as a 



•rejiilt of the situation. 

>, Kincannon. Thank you, sir. 

r. Ranuki,, Mr. Kincannon, you had the opportunity to listen to 
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Mrs. Orshansky, who thought that these standards that we are 
using could be updated; <3o you agree? 

Mr. Kincannon. I don't think that I would come necessarily to 
the conclusion that because something is 20 years old, it should, 
per se, be updated. 

Mr. Ranoei.. I did not think her testimony was because it was 20 
years old. She said because things have changed and that we 
^i^ould take another look at it She thought. that we could find 
more effective criteria; |iot just because it is (fid. # 

Or, to put it another way, do you think tfte data that you are 
now jusing— the standards that you are using tcP determine the 
poor, are p the best? 

Mr. JKincannon, Do I think the current threshold for poverty is 
the best? I simply cannot answer that. 

Mr, Ranokl. OK, Well, maybe the Congress can help you answer 
by requiring some type of an update, so that we can feel more 
secure that we are using the best available data to determine the 
economic status of Americans out there, 

Maybg Mr. Matsui and I can get together and trflk about a com* 
mission. I'd like to see what our Bureau of Census can dtf htya non- 
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political way to evaluateWndards and report to the Congress, and 
that way we' all will have an opportunity to participate in this 
process. , 

Thank you very much for your testimony. 

Mr. Kincannon. Thank you, Mr. Chairman. 

Mr. Green. Thank you, sir, 

Mr. Ranoel. Our last witness 1b Eric Hanushek*. Deputy Director 
of the Congressional Budget Office. 

Mr. Hanushek, your full statement will be entered into the 
record, Without objection, and you may highlight your testimony or 
proceed as you feel most comfortable. Thafflt you for appearing 
before us today.' 

STATEMENT OF. ERIC A. HANUSHEK, DEPUTY DIRECTOR, CON- 
GRESSIONAL BUDGET OFFICE, ACCOMPANIED BY JANICE 
PESKIN i 

Mr*. Hanushek. Thank you, Mr. Chairman. 
I'd like to introduce Janice Peskin from the CBO staff, who has 
joined me today also. < 
Mr. R angel. Welcome to the committee. 
Ms. Pkskin. Thank you. 

Mr. Hanushek. Mr. Chairman, the measurement of poverty is 
inherently subjective, and any estimate of the number of poor per- 
sons will be imprecise. Nonetheless, the attempt is worthwhile. It 
enables the Nation to assess how well it is doing in alleviating 
need, and it N can also help in directing limited ^Government re- 
sources to assist those people who are most lacking. 

The current method for measuring poverty has a number of 
shortcomings, however. One concern is that an important part of 
Federal assistance to low-income people— programs that provide 
benefits in kind rather than, iti cash— is not counted when consider- 
ing how well off they are. 

As a result, some of those who are counted as poor may, in fact, 
be better off than othera who have more cash income but benefit 
from fewer inkind programs. Other shortcomings have the opposite 
effect, however— understating the needs among the low-income . 
population. * \ 

My remarks today will cover three topics: First, how poverty is 
measured, second, criticisms of the current measure and options for . 
altering it, and third, possible effects of changing the poverty meas- 
ure. • , 

Since we have spent a lot of time this morning already discussing 
the nature of the current poverty index, I'll skip over that section 
of my testimony and go to page 3, which starts with criticisms of 
the current measure. 
A number of difficulties exist with the current method of meas- 



uring poverty, including how the minimum Jiiresholds are set, the 
treatment of taxes, and the exclusion of inkind benefits from 
income. ^ , 

While most recent attention has focused on the treatment of 
i inkind benefits, the other problems may be equally important. 

Ejyc 44 >■. . . 
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ESTABLISHMENT OF POVERTY THRESHOLDS 

The poverty thresholds themselves have been criticized because., 
they arelaased on a direct estimate only of food requirements. Min- 
imum needs for shelter, clothing/ medical care, and other goods 
and services are not assessed directly. 

A related problem is that the current poverty thresholds are out 
of date. For one thing, the proportion of income spent on food by 
the average family has changed since 1955. 

If the 1977-78 food consumption survey was W set the poverty 
thresholds in the same way aB the earlier oije was, the poverty 
lines would be fixed at 3,7 times the minimum food costB— about 23 
percent above the current levelB. 

- Other updates might have the opposite effect, however, For ex- 
ample, if the present version of the Consumer Price Inde*— which 
measures housing costs more accurately than earlier ones— had 
been used since, the late 1%0's to update the poverty thresholds, 
the poverty line for a family of four would be about 9 percent lower 
than it is now. 

Another concern is that the poverty thresholds do not recognize 
cost-of-living differences among different parts of the country, Geo- 
graphically 1 specific poverty thresholds might provide n more re j 
-fined picture of need, but, unfortunately, adequate data are not 
how available to estimate those with any precision, < 

Cost-of-living differentials could, however, be 'great For example, 
in 1SW2, the recently discontinued Bureau of Labor Statistics 
"lower living standard" budget for a four-person family— a concept 
that differs significantly from the market basket used for poverty 
standards— ranged between about $13,700 and $17,100 within the 
continental United States. » 

4 ' 

TREATMENT OF TAXES 

The current treatment of taxes presents another problem, be- 
cause it iri inconsistent. While the poverty thresholds are based on 
an 1 estimate of minimally adequate after-tax income, the determi- 
nation of whether a particular person or family is poor is made in 
terms Of pretax, income— ignoring the fact that money paid in taxes 
is not available for private spending. 

Although persons with incomes near the poverty line generally 
pay little in Federal income taxeB, 6.7 percent of their earnings go 
for payroll taxeB, 1 

. Th<f treatment of taxes could be made consistent either by con* 
sideriftg a person's or family's after-tax income in judging poverty 
statue/or by raising the poverty thresholds to make them measures 
of minimally adequate levels of before-tax income, Either approach 
would increase the eount of poor, persons. 

EXCLUSION OF IN-KIND BENEFITS 

■ >. » i 

A final issue concerns the exclusion of the value of in-kind bene- 
, fits from income in measuring poverty. While such benefits were 
probubly a relatively small part of income when the poverty 
thresholds were first established, they have been a major compo- 
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nent of our efforts to alleviate poverty and have* grown appreciably 
in recent years. 

• * For example, in constant 1982 dollars, spending on the /major 
means-tested noncash benefit programs increased from $5.8 billion 
in 1966 to $46.9 billion in 1982. \ 

In a pair of recent reports, the Census Bureau used three differ- 
ent techniques to estimate the value of federally provided in-kind 
benefits, , ' ■ . . - . 

The first technique—the market-value approach— estimates what 
it would take to purchase the in-kind benefits in the private 
market. - 

Valuing noncash benefits at their market prfCestends to over- 
state their contribution to reducing poverty, since the Government 
may be providing , amounts of one good or service well* in excess of 
what the individual would have purchased privately, while leaving 
.other needs unsatisfied. 

The sefcond valuation method attempts to measure the cash 
equivalent value to thG recipient of inkind benefits— that is, the 
amojpt of cash that a recipient would be wilfing to give up to 
obtain them. \ ' \ ' s 

C«8us researchers Approximate this cohcept by estimating the 
nonHal expenditure on the iteiri by consumers with inctimes and 
other characteristics similar to ihe. program beneficiaries but, who 
did not receive 1 the jnkihd benefits. 

. The third approaqh-4the so-called poverty-budget-Share value— is 
like the cash equivalent value, except that the ^normal" expendi- 
ture is what unassisted consumers with caph incdtnes at the pover- 
ty line pay for the good or service. 

Analysts tend to prefer the cash equivalent concept as being the 
best approximation of the value of the benefit to the recipient, 
though estimates may be difficult to develop. 

Estimation problems are least severe when the good is provided 
at a level that is not likely to exceed .greatly what a low-income 
person would dtherwise| purchase, as in the case of food stamps. Es- 
timation probl$qj$ are greatest when the Opposite is true, as' with 
ndedical benefijts. ■ *, j \ ' ( ' ' ' ( . /, 

FOOD STAMPS 

Food stamps are the easiest o^the noncash benefits to value, 
with the three valuation tephntaues yielding sinfrilar results. Since 
the stamps arcf directly redeemable for food, their market valu? is 
equal to their face value. \ * \ 

Also, since the amount of stomps a person receives generally 
does not exceed the amount that \a low-income person would other- 
wise ^spehd for food, the stamps cash equivalent and poverty** 
budget-share values are both -close \to their, market value. 



MOUSING ASSISTANCE i * 

Valuing * housing subsidies presents a greater problem. Under 
* v most housing assistance programs, the Government pays a sh^re of 
the housing costs for many Tow-income rent0irs living in publicly or 
privately owndd projects, ' • 
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Estimating the market value of the subsidy thus requires esti- 
malting what each subsidized dwelling would have rented for irj the 
private market, This is a difficult task, particularly in the case of 
publicly owned projects and in the cases where few equivalent un- 
subsidized units exist in the same market, Estimating the cash 
equivalent or poverty budget share compounds this problem by also 
requiring estimates of typical housing expenditures for unsubsi- * 
dized tenants. Applying these techniques, the Census Bureau esti- 
mates that the average value of housing assistance in .1982 was 
about $1,530 per*household under the market-value technique, 
$1,140 under the cash equivalent approach, and $1,060 under the 
poverty-value method. „ - 

HEALTH CARE 

Medicare and medicaid are perhaps the most difficult in-kind 
benefits to value, and the results are especially sfensitive to the 
technique used. In all cases, these benefits are valued as an insur- 
ance policy rather than as the actual claims paid on behalf of a 
particular individual. This avoids counting as better off those per- 
sons Who are ill in a given year &nd thus have large* medical bills 
paid by the Government. 

Valuing benefits at their market value could, nonetheless, 
produce misleading estimates of poverty, because the market val^e 
far exceeds what low-income persons would otherwise spend oifi 
medical care. ^ . * 

For /a single person aged 65 or over with cash income below the 
poverty line, for example, the market value of medicare and medic- 
aid together averaged more thfifn $2,500 in 1982* Because the cur- 
rent poverty threshhold for such k person was about $4,600 m that 
year, using the market value approach would go far toward defin- 
ing away poverty for this group. ' 

By contrast, the Census Bureau estimates df the cash equivalent , 
and poVerty-budget-share values of medicare and medicaid w6re 
much lower— about $460 and $500, respectively. 

Hovyever, for technical reasons, these themselves may be too low. 
For example, the household expenditure surveys used to develop 
these estimates are quite old, from a time when the proportion of 
expenditures going for medical care was much lower. 

Thesfi^ difficulties in valuation maWr health benefits thet^ast at- 
tractive 'candidate for inclusion in measures of incorrte; . ' i 

\ IMPLICATIONS, FOR THE POVERTY THRESHQMJ 

However\they are valued, including noncash benefits other than 
food starnp^ as income would necessitate a reconsideration of the 
poverty threshholds in order to maintain consistency. 

The consumer expenditure survey that established the poverty 
level at three Mtirties the cost of tfre minimum adequate diet com- 
pared food expenditures to cash income onlv. Thus, consistency 
suggests that a View, larger multiplier would have to be developed 
to reflect the irvclusiori of all in-kind benefits— including private 
ones such as employer contributions Jb health benefit plans and 
charity health careN^in the expand definition of income. 



EFFECTS OP CHANGING THE POVERTY MEASURE 

Jf the Census Bureau altered its procedures for itieasurfng pover- 
ty, the count of poor persons would necessarily change, but the 
impact on Federal programs would depend upon the specific alter- 
ation. / . 

Poverty counts y / - . ■ . 

Any change in the proSbig^Up^^ poverty would alter 

estimates of the number of poor, tut the magnitude^ and even the 
direction of change would depend on the specific revisions made! 

The Census Bureau estimates that if the value of all major in- 
kind benefits was included in income, but the poverty threshholds 
were left unchanged, the poverty rate for 1982 would drop from 15 
percent to somewhere between l'O and 13 percent, depending upon 
the valuation technique used. / 

If thd poverty threshholds were also changed— or if other aspects 
fif the present^ procedures such as the treatment of taxes were 
chapged— poverty estimates would decline by a smaller amount' or 
might even increase* . . /' i 

sPrpgram effects^ / 
• '■»■■..'*■ / 

Changing how poverty is nieasured could affect the operation of 
both entitlement programs ahd grants to States and localities,, but 
.the impacts would be greatest if the programs' enabling legislation 
were aliso changed to makejiise of the amended measure to target 
aid er ket benefit levels, 



^Entitlement assistance programs 

"* Of the megor Federal ent/tlement programs, only the Food Stamp 
Program ancj ceiftain of thk child nutrition programs include statu- 
tpiry references to, the poverty guidelines. *In both cases, eligibility 
is limited to persons from /households with cash incomes no greater 
than the specific multiples of the Office of Management and 
Budget poverty guideline^ 

0 Thus, even in these prokrams, including the value of in-kind ben- 
efits as incortie Tor the purpose of estimating the size of the poverty 
population would not automatically change the number bf persons 
qualifying toy assistance. ' [ ' , ' * 

;If, however, the poverty threshholds were also changed, or other 
modifications were madejthe numbet^of persons, and thus the total 
program costs, vtould be Effected. 'M 
,. If authorizing statutes for the benefit programs yqm also amend- 
ed to reflect changes in the definition of poverty, the mfects on as- 
sistance to the poot coul^jl be widespread. If* for exampfe, the value 
of one in-kind benefit were counted aSincome.in determining eligi- 
bility for pother, assistance, fpwlfr persons would be eligible and 
those qualifying would receive less. 

Any such move, however, Would require careful specification of a 
hierarchy of noncash benefits 80 that, for exctfnple, food stamps 
were not counted as income in setting housing afoistahce payments 
at the same time that housing subsidies were counted in determine 
ing fpod Stamp benefits. .: :'■ i ; * 



Grants to States and localities 



Federal poverty guidelines are also used to target assistance in • 
programs that provide grants to States and localities to firtance 
specific public services. Here, altering the definition of poverty J 
would ndt affect program costs, which tfrte controlled through- 
annual appropriations, but th£y might affect who benefits from 
these programs. 

In some cases— such as Head Start and the Maternal and Child 
Health Cafe Services Program— States and localities are required 



with incomes below sortie multiple of the poverty threshhold. 
these instances, A change in Use procedures for judging whether 
persons are poor would affect eligibility if /its were carried oyer to 
program operatingfrules* 

'111 other instlmces— such as Community Development Block 
Grants and tf»ban Development Action Grants— the number of 
poor persons in a city or State is used as one factor in determining 
whether a jurisdiction is eligible for assistance or in setting each 
jurisdiction s share of available funds. , 

In these cases, changing census poverty estimates could affect 
the allocation of Federal aid, but only to the extent that the 1 distri- 
bution of poor persons under the new definition differed from the 
distribution of the poverty population under the present definition, 
Furthermore, in some cases, reliable St^te- and city-level esti- 
mates of the poverty population under an amended definition 
would take some tin^ and expense to develop. 

For example, if the value of in-kind benefits were counted as 
income, poverty counts for cities would not be available until the 
next decennial census! and then only if the cepsus were greatly ex- 
panded to include questions on the Recipiency* of in-kind benefits. 



Conclusion 

4n conclusion, numerous questions have been raised regarding 
current procedures for measuring the extent of poverty, In some 
cases, such as the exclusion from income of those Federal benefits 
that are closest to cash— and here I really am talking about the 
Food Stamp Progralfl— immediate changes could be made. 

In other* cases— such as where to set poverty threshholds,jhow to- 
correct for the current inconsistent treatment of taxes, and Kow to < 
treat more difficult-to-value in-kind benefits, such as medical pay- 
ments'—additional research mqy be called for/ 11 

In any event, because of the importance of poverty measures, the 
Government may wish to delay any immediate shift in current 
practices and, instead, consider the entire range of possible changes 
together as part pf a broad reassessment of how to define need, , ' 

[The Statement of Mr. Hanu9hek follows:] 

TmiMoNY of Eftir A. Hanusiiek, Dki»uty Diubctok, Conoukssional Buncur Offick 

: The measurement of poverty is inherently subjective, and any estimate of the * 
number of poor persons will be imprecise. Nonetheless, the attempt is worthwhile, 
It enables the notion to assess how well it is doing in alleviating n*»6d, and it can 
also help in dirqjmnfc limited government resources to 'assist those persons who aw 
most lacking. / f ' * ■ 



to target the Use of Fqfleral funds 





The current mot hod for measuring poverty has a number of shortcomings, howev- 
er. One concern is that an important part of federal assistance to low-Income per- 
sons-tprotframs that provide benefits in kind, rather than in cash— is not counted 
When considering how well off they are. As a result, some of those who are counted 
as poor may, in fact, be better off thrih others who have mow cash income but who 
benefit from fewer in-kind programs. Other shortcomings may have the opposite 
effect,^ however—understating needfamong the low-income population/ 

My "remarks today will cover tffiree topics: how poverty is now measured; criti- 
cisms of the current measure and options for altering it; and possible effects of 
changing the poverty measuro. • . » . , 

THE ^IKASUHRMENT OF POVERTY 

The current federal poverty measure was developed in the 19(>0s as a standard of 
what is nqeded to got by, rather than as a. measure of how well off any person is 
compared to the average. It is based on the cost of the Department of Agriculture's* 
economy food plan, designed to meet recommended dietary allowances at the 
time. Since comparable standards for the cost of minimally adequate amounts of 
housing, clothing, or medical care were not available, the poverty line was deter- 
mined by multiplying the cost of the food plan by three. This factor was derived 
from a lBfifi household food consumption survey which showed that the typical 
family of three or more spent one-third of ita after-tax income on food. The poverty 
threhold varies with the age of the household head and with family 4ize. Initially, 
the threshold* wore updated using estimates of the increase in food co3ts. Sihce 
ISM5U, however, they ^ave been undated annually by the Consumer Price Index 
(CPU. 1 In the lotest year for which income data are available— the poverty 
line. for >a family of foui: was $9,8(12. . , 

Kach yemv the (VnHUS Bureuu publishes estimates of the number of poor persons 
in the nation as a whole, using income data taken from the Current Population 
Survey, 2 This procure measures total cash income, before taxes, for families and 
unrelated individuals. Cash assistance payments from government programs, such 
as Social Security and Aid to Families with Dependent Children, are included, but 
noncash benefits such ns food stamps, housing assistance, Medicare, and Medicaid 
are not considered income when judging nn individual's or family's poverty status. 
Using this method, the Census Bureau estimates that 15 percent of the* population 
wns.poor in 11)82. ■' ■ \ ■' . . 

CIUTIOI8M8 OF THE CUlUtfcNT MEASURE 

A number of difficulties exist with the current method of measuring poverty, in- 
eluding how the minimum thresholds are set, the treatment oRaxes, and the exclu- 
sion of in-kind benefits from income.? While frost recent attention tyns focused on 
the treatment of in-kind benefits, the other prdblems may be equally important. 

Establishment of poverty thresholds '•■ \ 

The poverty thresholds tKemselveVllave been criticized because they arepased on 
a direct estimate only of food requirements. Minimum needs for, shelter, clothihg, 
medical enro, and other goods and services are not assessed directly. A related prob- 
lem is that the current proverty thresholds are out of , date, For one thing, the pro- 
portion of income speijt on.food by the average fajmily has changed Bince 1955, If the 
1977. -11)78 foorf consumption survey was used to set the pbverty thresholds in the 
tynnefcwy the earlier one was, the poverty lines would be fixed at 3.7 times mini- 
mum fclcoHtB— about 23 perpent above present levels. Other updates might have 
the op^B^effect, however. For example, if the present version of the CPl— which 
menHurl^ptofling coats more accurately than earlier ones—had been used since the 



1 At present, the federal government uses tw» slightly different definitions of poverty. The 
Census Bureau definition, also referred to as* the statistical definition, is used to count the 
number of poof persons and is employed in formula* that qllocate federal dollars among Btdtes 
and localities. The Office of Management and Budget definition, often referred to as the admin- 
intra! ive definition, is used to judge income eligibility in programs; The OMB poverty thresholds 
must be forecast forward from the Census levels to obtain values for the aurrent program year, 

8 The decennial ('ensue is used to estimate poverty rates for states and cities. 

51 Not considered here is the problem of underreporting of income in the Current Population 
» SurvejS particularly from such nonwage sources as inte rest, dividends, rents collected, and some 
transfer payments, such as Aid to Families with Dependent Children. Whifc this underreporting 
may cause the poverty rate to bp overestimated, it has to do with inaccuraAs in the data and is 
not a conceptual issue regarding the measurement of poverty* which is tile focus of my state- 
ment. ,» ■. * ' ■ ■• . / 



lttte UMOs to update the poverty thresholds/ the poverty line for o family of four 
would be about 9 percent lower than it is now, 4 

Another concern is that the poverty thresholds do not recognize cost-of-living dif- 
ferences among different parts of the country. 5 Geographically specific poverty 
thresholds might provide a more refined picture of need, but, unfortunately, ade- 

3uate data are not now available to estimate those with any precision. Cost-of-living 
ifferentiala. qould, however, be great. For afcample, in 1982 the recently discontin- 
ued Bureau of Labor Statistics ."lower living standard'' budget for a 4-person 
family— a concept that differs significantly from the market basket ufied in poverty 
standards—ranged between about $13,700 and $17,100 within th^ contmental 
United States, % 

Treatment of taxes j 

The current treatment of taxes presents another problem, because it is inconsist-' 
ent While the poverty thresholds are based on an estimate of minimally adequate, 
after-tax income, the determination of whether a particular person or family is poor 
is made in terms of pre-tax income— ignoring the fact that money paid in taxes is 
not available for private spending. Although persons with incomes near' the poverty 
line generally pay little in federal income taxes, 6,7 percent of their earnings go for 
payroll taxes. ' ' 

The treatment of taxes could be made consistent either by considering a person's 
or family's after-tax income in judging poverty status, or by raising the poverty 
thresholds to make them measures of minimally adequate leveli of before-tax 
income. Either approach would increase 'the count of poor persons, the latter 
change might be more difficult to implement, however, because it would require sot- 
ting numerous different thresholds, depending on what share of income was from 
taxable sources. 

Exclusion of unkind benefits v ' # 

A final issue concerns the exclusion of the value of in-kind benefits from Income 
in measuring poverty. While such benefits were probably a relatively sftiall part of 
income when -the .'poverty thresholds were first established, they have been a rrttyor 
component of our efforts to alleviate poverty, and have grown, appreciably in recent 
years. For example, in constant 1982 dollars, spending oft* the m^jor means-tested 
noncash benefit programs increased from $5.3 billion in 1965 to $16.9 billion in 
1?H2.« 0 1 

In a pair of recent reports, the Census Bureau used three differe/dt'techtliques to 
estimate the Value of federally provided in-kind benefits. 7 The firs|techni|ue— the 
market-.valUe afproach— estimates what itAawuld takft to purchase the in-kind bene- 
fits in the private market Valuing noncafrtT benefits aStoheir market prices tende to 
overstate their contribution to reducing/ poverty, howWer, since the government 
may be providing amounts of one good onsetvice well in w&ss of what the individ- 
ual would have purchased privately, While leaving other heeds unsatisfied. The 
eecbnd valuation method attempts to measure the cash-equivalent value to the re- * 
cipient of in-kind benefits— that is, the amount of cash that a recipient would be 
willing to give up to obtain them. Census researchers approximate this concept by 
estimating the "normal" expenditure on the item by consumers with incomes and 
other characteristics similar to the program beneficiaries but who do not receive the 
iri-kind benefits, The third approach— the so-called povdrty-budget-share value— is 
like the cash-equivalent value, except that the "normal" expenditure is what unas- 
sisted cohBUimera with cash incomes at the poverty line pay for the good or service. 8 



4 See: Background Material on. Poverty, a committee print of tho Subcommittee on Oversight 
and the Subcommittee. on Public Assistance and Unemployment Compensation of the Commit- 
ter on Ways and Means t U.S. House of Representative* <WMCP:SH5, October 17, 1083). 

* Until 11)81, lower thresholds were used for farm fomiiios ygreflect household production of 
food. . * * . 

" These figures include spending for food stamps, school lunches, housing assistance* end Med- 
icoid. Other federal iwkind benefits riot counted innhese figures include Medicare, veterans* 
health care, and educational assistance for postseeondary students, In*ktnd benefits provided by 
state and local governments-other than state spending for Medicaid— are also excluded. 

7 U.S. Department of Commerce, Bureau pf the Census, "Altematlvtt Methods for Valuing 
lected In-Kind Transfer Benefits and Measuring Their Effect on Poverty," Technical Paper 50. 
March lUM; and "Estimates of Poverty Including the Value of Noncash Benefits: to 1082/' 
Technical Paper 51. February 1984. v ■ 

*f6t proarnms that servo, on average, persons with incomes above thi poverty line, such as 
Medicare, the average cash-equivalent value will exceed the average poverty-budget-ehare value. 
Where beneficiaries' incomes, on average, fall below the poverty Dne, the opposite will be true. 
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Analysts tend to prefer the cash-equivalent concept as being the best approxima- 
tion of the value of the benefit to the recipient, though estimates may be difficult to 
develop. /Estimation problems are least severe when the good is provided at a level 
that is ryot likely to greatly exceed what a low-income person would otherwise put*** 
c hnap , n>in th e casa of food stamps. Estimation problems are greatest when the 
posite is true, qb with .medical benefits, 4 

Food Stamps, Food stamps are the easiest of the noncash benefits to value, with 
the three valuation technique^ yielding similar results. JSince the stamps are. directs 
ly redeemable for food, their market valufe is equal to their face value. Also, since 
the amount of stamps a person receives generally does not exceed the amount that a 
low-income person would otherwise spend for food, the stamps' cash-equivalent and 
poverty-budget-share values are both closd to their market valile, 

Housing Assistance, Valuing housing subsidies presents greater problems* Under 
most housing assistance programs, the government pays a share of the housing costs 
for many lower-income renters living in publicly or privately owned projects. Esti- 
mating the market value of the subsidy thus requires estimating what each subsi- 
dized dwelling would have rented for in the private market. This is a difficult task, 
particularly in the case of publicly owned projects and in cases where few equiva- 
lent unsubsidized housing units exist in the same type of market; Estimating the 
CQsh-eqUivaleht or poverty-budget-share value, com pounds, this problem by also re- 
quiring estimates of typical housing expenditures for unsubsidized tenants. Apply- • 
ing these techniques, the Census Bureau esthetes that the average value of hous- 
ing assistance in 1$|2 was. about $1,630 per hjHehold under the market-value tech- 
nique, $1,140 under the cash-equivalent approach, and $1,060 under the poverty- 
value method. 9 

Health Care. Medicare and Medicaid -are perhaps the most difficult in-kind bene- 
fits to value, and the results are especially sensitive to the technique used. In all 
cases, thse benefits are valued as an insurance policy rather than as the actual 
claims paid on beh&lf of a particujaft individual. This avoids counting as better off 
those persona who are ill in a given jjear and thus have large medical bills paid by 
the government. * 

Valuing benefits at their market value could, nonetheless, produce misleading es- 
timates of poverty, because l the market value far exceeds what low-income persons 
would otherwise spend on medical care. For a single person aged 66 or over with 
cash income below the poverty tine,for example, the market^yalue of Medicare and . 
Medicaid together averaged more than $2,500 in 1982. Because the poverty thresh- 
old for such a person was about $4,600 in that year, Using the market-value ap- 
proach would go far towards defining away poverty for this group, By contrast; 
Census Bureau estimates of the cash-equivalent and poverty-budget-snares values of 
Medicare and Medicaid we»e much lower—about $060 and $500, respectively. How- 
ever, for techni©l reasons these may be too low. For example, the household ex- 
penditure surveys used to develop thfese estimates, are quite old— from' a time when 
the proportion of expenditures going for medical care was much lower. These diffi- 
culties in valuation make\health. benefits the least attractive candidates for ^elu- 
sion in measure of income. ' 

Implications for the Poverty Thresholds, However they were valued, including 
noncash benefits other than food stamps as income would necessitate a reconsider- 
ation of the poverty thresholds in Order to maintain consistency. The consumer ex- 
penditure survey that established the poverty- level at three times the, cost of the 
minimum adequate diet compafed food expenditures to cash income only. Thus, con- 
sistency suggests that a new, larger multiplier would have to be developed to reflect 
the inclusion of all in-kind benefits— -including private ones such as employer contri- 
butions to health benefit plans and charity health care—in the expanded definition 
iof income. . ' V . 

\ EFFECTS OF CHANGING THE POVBttTV. MKASUHE 

the Census Bureau altered its procedures for measuring poverty, the count of 
poor persons would necessarily change, 4)ut the impact on federal programs would 
'depend on the specific alteration. 



9 The wiw those estimates are developed means that the value attributed to housing subsidies, 
will vary among regions and types of markets. This results in housing assistance recipients who 
live in more costly markets being judged hotter off than their counterparts Who reside in places 
with less expensive housing—and, perhaps, with lower prices for other goods and services as 

>oll. • , ■'■'"'■"■#'■•' 



Poverty counts 

Any change in the procedures for measuring poverty would niter estimates of the 
.number of poor, but the magnitude— and even the direction— of change would 
depend on the specific revisions made. The Census Bureau estimates that if the 
value uf all major in-kind benefits was included, as income, but the poverty thresh- 
v olds were left unchanged, the poverty rate for 11)82 would drop from. 15 percent to 
between .10 percent dind about itt percent, depending on the valuation technique 
used. If the poverty thresholds were also changed— or if other aspects of present 
procedures such as the treatment of taxes ^were afso changed— poverty estimates 
would decline by a smaller amount, and might even increase. 

Program effects * 

Changing how poverty is measured could affect the operation of both entitlement 
programs and grants to states and localise*, but impacts wbijld be greatest if the 
programs' enabling legislation were also changed to make use of the amended meas- 
jure to target aid or set bertbfit levels. 

Entitlement Assistance Programs. Of the major federal entitlement programs, only 
the' Food Stamp program and certain of Jhe child nutrition programs include statU- 
■ tory references to the poverty guidelines, tn both dtt$s, eligibility is limited to per- 
sons from households with cash incomes no greater than specific multiples of the 
Ofliee~oi> Management and Budget poverty guidelines. Thus, even in these programs, 
including the value of inkind benefits as income for the purpose of estimating the 
size of the poverty population would not automatically change the number of per- 
sons qualifying for assistance. If, however, the poverty thresholds were also 
changed, or other modifications were made, the number of persons— and thus total 
program eoftts- would be affected. 

If authorizing statutes for the benefit programs wore afro amended to reflect 
changes in the definition of poverty, the effects on assistance to the poor could be 
widespread. If, for.example, the value of one in-kind benefit was counted as income 
in determining eligibility for other assistance, fewer persons would bt eligible and 
those qualifying would receive less. Any such move, however, would require careful 
specification of a hierarchy of noncash benefits so that, for example, food stamps 
were not counted as income in setting housing assistance payments at the same 
time that housing subsidies were counted in determining food stamp benefit*, 10 

Grants, to States and Localities. Federal poverty guidelines are also used to target 
assistance in programs that provide grants to states and localities to finance specific 
public services. Here, altering the definition of poverty would not affect program 
costs, which are controlled through annual appropriations, but might affect who 
benefits from these programs. * 

In some cases— such as Head Start and the Maternal and Child Health Care Serv- 
ices program— states and localities are required to target the use ;of federal funds on 
poor persons, or on . persons with incomes below some multiple of the poverty thresh- 
old. In these instances, a change in the procedures for judging whether persons are 
poor would affect eligibility if it were carried over to program Operating rules. 
' In other instances— such as Community Development Block Grants and Urban 
Development Action Grants— the number of poor persons in a City or state is used 
as one factor in determining whether a jurisdiction is eligible for assistance, or in 
setting each jurisdiction's share of available funds. In these cases, changing Census 
poverty estimates could affect the allocation of federal aid but only to the dtftent 
that the distribution of poor persons under the new definition differed from the dis- 
tribution of the poverty population under the present definition, Furthermore, in 
some cases, reliable state- or city-level estimates of the poverty population under an 
amended definition would take some time and expense to develop. For example, if 
the value of in-kind benefits were counted as income, poverty counts for cities would 
not be available until the next decennial C<msus, and then only if the Census were 
greatly expanded to include questlbns on the recipiency of in-kind benefits/ . 

1,1 Even Much a hierarchy wodldnot eliminnte all problems. White in kind bq/teflts have a 
timh -equivalent vnlue, they pnn&ot be u«ed to purchase other types of goods nnd services. For 
example, if the face vnlue of foot! stumps was considered as income for tenants In federally «ub* 
siriixed housing their rent pnymcnU^would be set at M .percent of the tutai of cash income plus 
food stomps, rather than cosh alone, as in now the case. However, because tennnts would not be 
allowed to pnynheir rent wittr food stamps, a household* with very little cash income and, thus, a 
. Inrtfe food stamp entitlement might have to apply virtually all of its cash income toward rent, 
leaving it unable to purchase anything 0 ^ m lmill a |) 0 |ter and food, 




CONCLUSION , 

In conclusion, numerous questions have been raised regarding current procedures 
for measuring the extent of poverty, In some cases— such as the exclusion from 
income of those federal benefits that are closest to cosh— immediate changes. could 
be made. In other cases— such as where to set poverty thresholds! how to correct the 
current inconsistent treatment of tatffes, and how to treat more aifficult-to-value in- 
kind benefits— additional research may be called for. In any eVent, because of the 
importance of poverty measures, the government may wish to delay aoAUmmediate 
shift in current practices and, instead, consider the entire range of possible changes 
together as part of a broad reassessment of how to define need. 

Mr. Pickle [presiding]. We thank you, Mr. Hanushek. I appreci- 
ate your lengthy statement and the questions you have, raised. 

In behalf of the committee, I want Jo ask two or three questions, 
and you can either respond to them now or you can submit addi- 
tional data. 

Should any effort being made to. redefine income also include an 
examination of the definitiori of poverty? Did you express yourself 
whether we should specifically— 

Mr. Hanushek. Yes, I think it's cleat* tifoat at the sanie time that 
we redefine income, we should also Consider how we define the 
thresholds and the correct methodology. 

Mr. Pickle. All right. Now, who has the authority *to make 
changes in the definition of income when measuring poverty? *• 

Mr. Hanushek. It is our understanding that the Office o£ Man- 
agement and Budget has the authority. I 

Mr. Pickle. Now, who has the authority to make changls in— 
the whole broad definition of poverty? 

Mr. Hanushek. I believe that OMB currently has the authority. 

Mr. Pickle. Then I take lit from your statement that you are 
saying, in effect, thfet we ought not to redefine the defiriition, or we 
ought not to get into this question at this point, except perhaps in 
limited instances such as something that is clearly measurable, 
such as food stamps; otherwise, demy the consideration. Ifi that 
generally OMB's statement? ; 

Mr, Hanushek. I'm not siira if that's OMjB's statement. I woijld 
be hesitant to speak for thenf. j |. 

Mr. Pickjle. Who are you speaking for? 

Mr. Hanushek, I'm speaking for the Congressional Budget 
Office. 

Mr. Pickle. Oh, I see. But you are speaking for the CBO and not 
OMB, of course. 

M.r. Hanushek. Yes. And in our view, there are a number of seri- 
ous questions to resolve. There are some things that we can do im- 
mediately, but others— which are probably just as important to 
consider changing—will take time. ,f think that those should all be 
considered as a package moat likely to avoid annually changing the 
definitions. ■ 

Mf. Pickle. Let me Ask you then, since you are CBO, if in-kind 
benefits are included in defining income, is it then true that those 
States that make the greatest effort to provide nonoash assistance, 
such as liberalised medicaid programs—would that count as fewer 
of their citizens in poverty? Would/that result in fewer of their citi- 
zens being in poverty?, 

Mr. Hanuihek? Yes, as it's 'currently done now. And if I might 
add, it's important to distinguish two factors. One is, if States pro- 



vi8e a better, package of benefits, that in fact makes their citizens 
better off; in some way, that should be taken yito consideration. 
The second factor is: to the extent fchat States pay more just^e- 
cause providing some services is mdlre expensive in certain parts of 
the country than elsewhere; I think we ought not count that as lift- 
ing people out of poverty, # ■■ 

Mr, Pickle, I want to depart a bit from the focus of this hearing. 
IJav? you got any particular position with respect to the cap— the 
medicaid cap that's pending before the Congress at this point— the 
proposal tQ put a cap on medicaid reimbursements for a State? 
Mr Hanushek. No, we don't have a position on that. 
Mr, Pickle. All right. Mr. Matsui, d\you have any comments or 
questions? * Cfc^ 

« , Mr. Matsui, Yes, thank you, Mr. Chairman, 

First of all, Mr, Hanushek, I want to tell you that I thinkyour 
testimony was excellent, and I appreciate it very much" I think it 
was very helpful to this dialog that we are having at this particu- 
lar time. 

Looking at your conclusion, it seems to me that you are suggest- 
ing that perhaps we look at a new way to— I don't want to use the 
word defining poverty, but I think the way you have put it is to 
define need, because obviously tRe formula by which we define pov- 
erty really is for the decisionmakers, the politicians, one so that we 
can try to come up and provide benefits to those people that are 
Tielflw a certain threshold; and, second, to maintain a standard— 
ta and this is where your aspect of consistency, and I believe some 
other people that testified— cotfsistency is Very important, because 
then it provides a standard by which people can judge, those people 
that have to make those decisions, 

Sa if you have a I6*percent poVbrty rate in 19H3, if it goes down 
in li)84 to 11 percent, if you use # constant formula, then you can 
show improvement and that we are making progress, but if you 
change formulas left and right t>r every year, tnen you really can't 
hold peopl* accountable? 

I hayk suggested in my testimony that perhaps we set up a non- 
partisan or independent commission to look at the whole 'area of 
poverty and its definition and the level of need^That might be very 
ambijsious. 

Would CBO be in a position to lend assistance, perhaps set up a 
methodology for the Congress to follow, so that eventually we could 
conle up with a criteria? # 

Mr, IIanushek. We certainly can lend assistance, though 
oyerall redefinition may be beyond out current staff But we would 
cfcrtainly be willing tfrwork with^ybu and your staff on developing 
.procedures to improve our measures of n§ed. 
/ Mr. ^atsui.-I think one of the statements you made in your tes* 
' timony is that in li)(lf>, 1 guess, we based the definition on one-third 
/ foodjrone-third of a person's income goes to food purchase. Of 
course, now. it's <J,7 percent, which you said was over' 20 percent 
more, * 
That alone should create a situation todaV that means the defini- 
■ tion is really out of whack, along with the in-kind benefits perhaps, 
and along with the fact that they are paying out 10 percent of their 
income in the' fprm of tjaxes and payroll taxes, < 



So 1 certainly would like to work with you, and I know Mr. 
Rangel and others ©nJthis subcommittee have expressed interest, so 
I thank you very much. 

Mr, Pickle, Any other questions that members wish to ask? 

I thank you, Mr. Hanushek, for vour testimony, I thjnk the com- 
mittee will be hi touch with you ir you have additional recommen- 
dations. I also thinlfyou haa a good statement here. 

This question obviously is going to be an ongoing and ft very seri- 
ous question for the Congress to consider. 

If there is no other statement* then the committee vyill stand ad- 
journed. 

( Whereupon, at 11:55 a.m., the subcommittees were adjourned,] 
[The following information was received for the record,] 
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U, 1984 



Ms. Katie Hall 



Chairwoman 

Subcommittee on Cenaua and Population 
Committee on Poet Office and Civil Servloo 
U.S. House of Representatives 
603 Houm Office Dulldlng, Annex 1 
Washington P.C. 20515 



Dear Chairwoman Hal It 

! appreciate the ofloortunltyf to provide the Subcommittee on Cenaua and Population 
" with antatomont in referanoe to your hearing on "Poverty and Income", 

Aa you and other member* of the Suboommlttea know, the laeuee associated with , 
Including non-oaah baneflta In meaaurlng Inoomo are oomplex. Careful anuria mutt be 
undertaken before any ohangee are made In tho definition of per oaplta Inoomo and/or 
poverty that W*used to determine federal funding allocation! or program eligibility. 

11 ; Aa Indloatod In my statement,* \h* data on poverty published earlier this yeer by fee 
Bureau of the Cenaua, whloh Included the value of food stamps, housing and medical 
sorvlooe, provides only the beginning of a complete eel of data on Income and Poverty; J 
recommend that data series be developed that reflect the value of other public In-Mid 
benefits, private UHcInd benefits, and tax expenditures. Furthermore, poverty statistics 
baaed on after tax inoome should also bo considered* \ 

In much the same way. as the U«B. Department of Labor publishes multiple data 
series on unemployment, additional data on Inoome and poverty should be published as 
they become available. Until more oomplote Information on the value of In-kind banjsrita 
has boon developed* 1 strongly urge Jour Subcommittee to resist any change In the official 
definition of poverty and/or per capita Income used *ln federal allocation formula and 
ollglblllty criteria* . 




Sincerely, , , 
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Statement of Raymond a Sobeppeoti 
Executive Director or the 
* National Governors' Association 



Those of us who have been able, to travel to different regions of this country 
know that the Fahrenheit and Celsius temperaturo soales only give us Dart of the weather 
picture. Dlf ferenoea In the amont of humidity In the air and the velocity of the wind, for 
example, oan make for entirely different weather conditions In states, even among those 
who are experlonolng tdenttoal temperatures. Still, wo look to the thermo motor to give us 
an Initial understanding of ourrent weather conditions. 

• Similarly, the measure or poverty that has been provided over the last 15 years 

by the U.S. Duroau of the Census has given us a oonslatent way or examining the living 
conditions or the least fortunate members of our society. It has been one measure used by 
governors to examine tho results of their eduoat(on, training and gonoral eoonomlo 
dovolopmont policies* 

or ooursoi a oount or how many people rail below a speoiried Inoome level 
oannot tell the full story or eoonomlo well-being. The offlolal estimates of poverty, * 
whloh are based on cash or money income alone, do not Indloate the value or non-cash 
benefits supplied by publio (and prlvato) souroea nor thq net Inoome of Individuals and 
families after taxes. 

A more complete plotura or our natlonaliwonomlo well-being would be yielded 
by knowing the number or people remaining In poverty arter In-kind benefits and taxes 
were taken Into account. Further, poverty data, to be most useful, should be presented in 
both absolute and relative terms In order- for the most Informed poltoy oholoea to be 
mado. In order to make meaningful romparlsons*aoroes Income groups, all In-kind benerits 
should be Jnoludod, many of whloh acorue to the non-pdor as well as the poor. Some of 
tho better known examples oPpubllo tn-ktnd benefits that are primarily targetod on the 
non-poor Inoludot higher eduoatlon subsidies, loan programs ror. votorans and 
corpora tlona, farm price supports, and various tax expenditures (e.g. Interest on home 
mortgages and investment credits)* Private In-Wnd benefits Include employer subsidized 
health oare benerits, lire insurance benerits, parking, eto. Dovoioplng comprehensive 
Income data will not be easy but that does not mean that wo should aot on partial 
Information, as It becomes available on an ad hoo basis. 

Ad hoo ohanges In the definition of poverty or per oaplta Inoome could have 
any number of Intended and unintended oohsequenoos* for example, ohanglng the 
definition* or poverty by Inoluding some In-kfnd benerits oould affect the distribution or 
fedaftil anti-poverty runds aoross states. The table provided below oompares the 
Inoldenoe or poverty across regions under tho ourrent definition and under alternative 
definitions. • • 

As oan be seen, ohanglng the definition or poverty by (holudlng food stamps, 
housing end modtoal benerits, could oause a shirt In funds for ants poverty programs 1 suoh 
as compensatory, eduoatlon away from the Northeast toward one or more regions or the 
country, the other hand, a revised definition of per capita Inoome thtf Included food 
Stamps would roduoe federal metohlng funds ror Medicaid and Aid to FamUlos with 
Dependent Children to spates In the South. , 
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Geographic 
Distribution of Poverty 



Geographic 
Region 


Currant Poverty 
Definition 


Market Valuo 
,„ <?iPM1Pt 


Reclplont Value 


Poverty Budget 
8|)are Concept 


North East 


18,5% 


15.6% 


17.6% 


: 17.3% 


North Contra! 


22.6 


22.7 


23.1 


23.0 


South 


40.6 


41.9 


*40,7 


' 41.3" 


West 


18.3 


19.3 


16.8 


18.4 




100.0% 


.100.0% 


100.0% 


100.0%. 



\ 



Sourooi U.S. Bureau of the Census, valuing food, housing and all medical benefits. 
(February, 19.64) 



In much the same way that the U.8. Weather 8ervloe still provides temperature 
readings, as Well as other meaaurea-*uch as the, wlnd/chlll factor, the humidity level, and the air 
quality index, I recommend the U.S. Census Bureau continue to publish the current poverty 
estimates, along with other Income data as they becomes available. While other data should be 
developed to enhance our understandings of the relative economic well being of our citizens, It js 
Important to use the most basic Information on poverty— the cash or money Income available to 
Americans at the lowest level-both In establishing the eligibility of oltleens for public programs 
and In tho allocation of federal funds aimed at reducing poverty across states. 
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NINHY IICMIH COHOSH! 
KA1II KAl^ IND, CtlAWWOMAN 



tt A ftoutft of »eprtrttitat(be< 

COMMUTE I ON POST OMICI AND CIVJl IttWlCI 
ftUBCOMMinil ON CINtUI ANP WUiATION , 
WJHOiANNlXI 

• * TiwHONi(203)a26?7l2» 
June 15, IW 



Mr. David Stookman 
Dlroator 

Office of Management and Budgot 
Old Executive Office Building 
17th and Pennsylvania Avo M N.W, 
Washington, D,C, 20^03 

Dear Mr, Stockman: 4 ^ 



< 



The Subcommittee on Census and Population of the House 
Committee on Poet Office and Civil Servloo artd the Subcommittee 
on Oiurelght of the House Committee on Ways and Moans held a 
Jolrft hearing on May 15, 1931, concerning "Oenouo and the. 
DoeignatiorT of Povorty and Income". 

f The Subcommittees had hoped that you would testify at that 
hearing, but received a letter from your office stating that you 
WQi'e unable to fulfill our request, because 0MB has no ohonged op 
plans to make ohongooto official meaauroa ot povoPty undor 
consideration. ' , • - 

• - 

' Subsequent to tho hearing on May 15thi Subcommittee members 
have expressed a oontlnulng interest In ascertaining the position 
or 0MB on various issues pertaining to tho definition of povorty, 
Knoloned are quentlona that wo would like answered for the 
hearing record. We request that you submit your roeponoo to 
these questions by July 16, 1981. 




IkaVb HALL, 
ChaHtMoman, 

Subcommittee ftn Connuo 
and Population 




jbooovgilttee on Overall 
bommlttoo on Woyfl and Moans 
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EXECUTIVE OFFICE OF" THE PRESIDENT 
OFFI&B OF MANAGEMENT AND DUPGET • 
WAOMtNQTONTD.C *W&3 



JUL 1 6 1984 



Honorable Katie Hall % 

Chairwoman ,/tfubconmittep on 'Census v 

and Population * * f 

Committee on Post Office and Civil Service 
U.S. House of Representatives 

Washington* D,C, 2051b . . « 

Dear Ms, Chairwoman: * ■ 

David Stockman, has asked me to respond to your letter of June 15, 1964, » 
requesting 0*18*5 position on Issues pertaining to the definition of 
poverty. Accordingly, attached please find our responses to the questions 
contained 1n your letter*. 

■ * * > * • 

Sincerely, 



Frederick S, Upton f • 
Deputy Assistant Director for 
Legislative Affairs 



Attachment \ \ m * * V * 

v U 



Attachment 



Questions i, 2 and 3 

„ Some witnesses at the May 15th hearing on poverty and Income testified that 
the original definition of poverty should toe retained* because that allows, 
for continuity In assessing the extent to which progress Is being made In 
the jHmtnatlon of poverty* However, these witnesses proposed 
itwd ill tat Ions In tHe way poverty thresholds are 'determined* In particular, 
thewielt th^t Instead of multiplying the Department of floriculture- s 1$&U 
econy food plan by three, that the latest household consumption survey 
suggfits a multiplier of 3.7 for a family of four* Thus, duplicating the 
original poverty measurement methodology would Imply substantially larger . 
thresholds* Please state your portion regarding the retention of the i 
original definition of poverty and modifications, 1f ar\y, tKfct you Would 
propose Irw thpt met ho^blogy. ' 

In your testimony last fall before the Subcommittee on Oversight, and the 
Subcommittee on Public Assistance and Unemployment Condensation of the 
Committee on Ways and Means, you stated that "the, original poverty count 
based on money Income substantially Overstates the rate of poverty because 
It Ignores $107 billion In In-kind medical, housing, food and other aid 
tjiat tangibly raises the living standard of many low Income families*" 
Please, comment on whether you feel thf definition of poverty should 'take 
Into account noncash benefits received by poor people. If you endorse such 
a change, kindly elaborate^ modification* this would require in thd 
methodology for calculating poverty thresholds. j. j 

If noncash benefits received by poor people are taken Into account In 
defining poverty, woulftn't this require that noncash benefits received by . 
middle and upper Incomf households also be factored Into the eqdatlon it) 
order to measure the relative well-being of poor people vis-a-vis othW 
Income groups? What data Is available to 0M8 on noncash benefits received 
by the noffyoor, for example, employer contributions to employee health 
plans? . \ 

Answer 

Your first three questions all deal with possible modifications to the 
official definition of poverty. Whether or not the definition should be 
changed and, If so, how are questions Involving complex conceptual I and •■ . ' 
technical issues.. Moreover, consideration of these Issues frequently Is an 
Iterative process. Tor oxample, Implementation of a conceptually 
attractive notion may* not be technically feasible; conversely, solutions to* 
long-standing technical problems may broaden conceptual horizons. 
• ■ . • ■ * v ' 

. As indicated to the Subcommittees earlier, 0MB has no plahs to Change the 
'poverty definition, and so has not been considering the relevant technical 
«.and conceptual Issues within the framework of making suqh a change* Thus, 
It 1s not possible to respond to the questions you raise because we cannot 
do |o as thoughtfully as the seriousness of their; subject matter demands. , 
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Question 4 - ' 

. ' • i 

How does 0MB perceive Its role In designating the methodology used In 
deflnlny poverty? 

Answer ° 

By virtue of. both our budaet.and statistical policy responsibilities, 0MB 
strives to ensure the validity, reliability, utility and accessibility of 
statistics generated by the. Executive Branch, These statistics, of course 
Include those related to Income and other Indicators of Individuals' 
well-being, of which the poverty level Is one. The Administration 
currently. has a number of activities underway which will provide the basis 
for Improving Income and other "statistics In the future. Among these 
activities are the development and Implementation of the Survey of Income 
and Program Participation, This survey Is Intended not only to be a rich* 
source of Information p_er se but to provide data that will be useful in 
evaluating, upgrading an? Interpreting a wide variety of Information 
collected from other sources; 
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NINFTV^IOMTM CONOSE8S 



KATIE HAU, IND.. CHAIRWOMAN 
C* 1 *H» | tCHVWI^Mv ' 



\ 



tt.fr. fcou*e o( »epre*enty ttoe* 

COMMITTEE ON POST OFFICE AND CIVIL SERVICE 
SUBCOMMITTEE ON CENSUS AND POPULATION 
SOS HOB ANNEX I ' 

TlUftfOMI0O2)22B-762S 



June 7. 1981 

Mr. C. Louis KlnOftnnon 
Deputy Dlrotor 
Bureau of the Census 
Sultland, Maryland 20233 

Dear Mr . ' Kincannon * 

On behsir or the Subcommittee on Census and Population or 
the Mouse Committee on Post Orrioe and Civil Service and the 
Subcommittee on Oversight or the House Committee on Ways and 
Means , we thank you Tor your lhrortnatlve testimony at the Joint 
hearing on "Census and the Designation or Poverty and Income". 

In reviewing testimony for that hearing, Subcommittee 
members have expressed Interest In getting atatistical data on 
what the measure or poverty would te ir revisions Were made in 
the poverty thresholds. Specirically * Various witnesses 
testiried that establishing the poverty threshold by multiplying 
the cost or rood, using *the Department or Agriculture's 1961 
economy food plan, by three does no'V accurately reriect changes 
In the proportion or income rtow spent on rood by the average 
family* 

We understand that the latest household consumption survey 
tfuggesto a multiplier or 3.7 ror a rarally or rour. Thus, 
duplicating the original poverty measurement methodology would 
Imply substantially larger thresholds. 

S 

The Subcommittees request that you submit ror the hearing^ 
record a determination or what the poverty thresholds would be 
using the latest available consumption data for the years 1979 to 
198?. With these new thresholds, please provide the number or 
i Individuals below poverty and. the poverty rate. for each or the 

years 1979 to 1982. This lnrormatlon should be provided ror the 
same population subgroups an shown In the table on page 2 Of the 
Census report P-60, No. 144. In addition, any data which you may 
» have on changing consumption patterns for families 4nd the 

percentage of Income which now la expended on shelter, clothing, 
medlosl care and other goods and services, would assist 
Subcommittee Members \r\ assessing the extent of poverty In this 
country. 
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(INITIO STATES DEPARTMENT OF COMMERCE 




OFFICE OF THE DIRECTOR 



a i ? 1834 



Honorable Katie Hall 
Chairwoman, Subcommittee on . 

Census and Population 
Committee on Post Office and 

Civil Service 
House of Representatives 
Washington, D.C, 20515 

Dear Mrs. Hal/ 

Thank you for your co^gned letter requesting a special tabulation of thi 
number of persons below the poverty level using thresholds based on more 
recent food plans and expenditure data. 



We will not be able to produce this tabulation for you because of a shortage 
of resources. During the coming months, we are committed to produce several 
reports. on Income, poverty, the Value of noncash benefits, after-tax Income, 
and our new Survey of Income and Program Participation, Our specialists In 
the Income/and poverty area are fully occupied In the preparation of these 
reports. 

We have a suggestion that will enable you to obtain data simitar to those 
you have requested, Ms, Carol Fendler and ^s, Mollle Orshansky have written 
a paper that shows the effect on the estimated number of poor when using 
poverty thresholds based on 1965 food expenditure data and the 1975 Thrifty 
Food,Plan (a copy of the paper Is enclosed). Their research shows that use 
of more recent data Increased the poverty thresholds by about 20 percent for 
a family of four; the Increase was slightly higher forfamllles of other 
sizes. Therefore, you may want to use data based on 125 percent of the pov- 
erty line as a proxy for using updated poverty thresholds. These data are 
contained In regular reports Issued by the Bureau*. For example, In the 
report you referenced ( Current Population Reports , Series P-60, No, 144), 
data on the numberfbelow 12$ percent of the poverty line are shown for 
persons In Table 2, for families In Table 39, and for unrelated Individuals 
In Table 40, 

You also may wish to contact other organizations about the possibility of 
having a Special tabulation prepared. For example, the Congressional Budget 
Office and Congressional Research 'Service have copies of public use tapes 
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from the March Currant Population Survey . These tapes contain the Infor- 
mation on Income and poverty needed for the tabulation you requested. 

The Bureau of Labor Statistics (BIS) 1s responsible for the publication 
of data on consumer expenditures. The BIS has published reports .from the 
diary portion of their 1980-Bi Consumer Expenditure Survey showing expendl* 
ture patterns by urban U.S. consumers on frequently purchased Hems such 
as food at home, food away from home, personal care products, and so forth. 
Data also are available from surveys taken 1n 1960-6) and 1972-73 that can. 
be used to assess changes tn expenditure patterns over time. The data can 
be obtained by contacting Mrs. Eva Jacobs, Chief, Division of Consumer 
Expenditure Survey, Bureau of Labor Statistics, on 272-5156. 

V 

If you have any questions, please have youh staff contact Mr. Gordon Green, 
Population' Division, on 763-7444. \ 

Sincerely, • ^ N 

Director 

Bureau of the Census t 
Enclosure 
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INSTITUTE FOR REKRARCII ON POVERTY 



The university of Wisconsin 



262 OJB0 AH e A COOK 600 



SOCIAL SCIfcNCE BUIl.OING 
1180 OniKHVATONY OR I V S 
MADISON, WISCONSIN 93700 



Aptil 30, 1984 
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Mr, Steve Pruitt 

c/o Katie Hall, Chairwoman. 

Subcommittee on Census and 

Population 
603 HOB Annex 1 
U,S, House of Representatives 

Washington, D.C. 20515 1 . - ' 

Dear Mr, Pruitt : ^ 

I have attached a paper by Maurice MacDonald that focuses on 
households that receive multiple income transfers , I ho.pe it is 
of use for your May 15 hearing, 

Sincerely, A ; 
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Multiple Benefit* and the Safety Hot 

ln P^^T ional Impa oj ta of Public Pol Ide a 
edited by Sheldon Dansiger and Kent Portney 
for the>Poiicy Studiea Organization 
Konnlkat Preas, 1984 

Maurice MacDonald 
Institute for Research on Poverty 
1180 Observatory Drive 1 
/ V* Madieon,* WUconain 53706 

f V' * 608-262-6358 



,1;, ' * ■ ■ ■ ; 

V ' * .;V t December 1983 
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Acknowledgement*: The data for this atu^ Wan prepared under contract 
j \;j with the Food and Nutrition Service, USDA. The interpretation* here 

• ; Tepteaeric only* the author' a viowa . Food and Nutrition Service members 

Who contributed substantially to the development of the data Include 



\iX' V. ! Chriatlnc r.ehmldt, Abigail Nichols, ..Julie Kroap.e , and Judl Reltman. 

.tv, Ju l*° Kreage prepared the p.raph gummarl jslng the main reuulta* The autli 
K*' * ' C *f * ( Voul(, .« ftl / , ° Uko c *° thank Elisabeth Uhr, Sheldon Dauzlger, un/l on anony- 
v s VV {j»ou« referee for helpful auggoatlona* *° 
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Multiple Bonoflts ond the Safety Net 



I. INTRODUCTION 



The Roagnn Administration tvia defended Us *uts In social wolfara 
expenditures aa an attempt to target benefits on the truly neody by main- 
taining a Hrtfoty net to gunrantoe a minimum Income for all households,. 
jKhile almultnnoouoly reducing tho Income llmlta for transf ep'program ell- 
giblltty. In addition to the genoric argument that tho fodoral budget 
must be controlled, this policy wae also motivated aa a first atop toward ^ fc 
reforming tho welfare system. Tho particulars of thla step are based on ^ 
the idea that tho current nyatom allows pyramiding of m$Lttplo benefits 
by some households such that they receive moro transfer Incorao than la 
either necessary to meet true neod or efficient In termg of associated 
disincentives for work, saving, ft and maintaining stable families, 

Historically, the U.S. approach to social welfare policy has been to 
develop many transfer programs, each tailored* to moot specific need a. 
Because the members of any given household may qualify fo^ moro than one 
# program It haa long been understood that there are man/ multiple benefit 
households. Thus one of the common themes of all previous major welfare 



reform proposals has boon to reduce administrative costs by somehow 



i^dminlstt 

combining prop, rams * 

However, tho extent to which the existence of multiple befits 
actually generated trnnsfer payments -beyond tjhat which Is ndcessat^ to 

meet whatever standard of need might be posited* was not known at the time 

\ t 

of the Roafcan budget cuts. ,The evidence then was baaed on selective 
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somplos (e.g., Joint Kconoralc Commlttso, 1974*) or on hypothetical • 
examples about which the population frequencies woru unknown* Still the 
avallablo data wno persuasive In that* It suggested there were aubatantLnl 
disparities In total* Incomes between domographically almllar households 
with different combinations of bonoflts. For d^ia and whatever other 
reasons. In 1961 Corvgcewa endorsed substantia^ reductions in Income 
limits for the AFDC.and foSd stamp programs, as well as the elimination 
of federal grants supporting many omallor social service programs* 

While the Reagan Admlnlstra^Lgn was enacting these changes* the Bureau 
qf the Census was busy processing the responses to the 1979 Income 
Survey Development Program Research Panel Survey (ISDP). The ISDP was 
the prototype for the New Survey of Income and Program Participation 
(Yeas- and Unlngbr, 1981), which provides extensive data on household 
Incomes u and program participation for a representative national sample* 
This paper uses ^tho ISDP data to evaluate what the safety net was like 
before the Reagan budget cuts and -ttius to off of some insights about the 



its* and ihe ^validity if theitf jffrtonalo. 
ilysls of tne 19j?9 I8DP data presented h« 



Impacts of those cut 

Most of the analysis of tne 19*9 I8DP data 'presented here was 
originally 'conducted for USDA. to help Improve that agency's undorntand Ing 



,of the food otamp program (MacDonald, 1983), Specifically, It was 
organised to provide comparisons between^foo^ stamp recipients and food 
etsrip nllgitTle honrcc Iptents . Whether or not the goal is to learn more 
about the food stamj^ program, the focus on households eligible for thQ 
stamps has n number of sdvontagns for Investigating multiple benefit 
Issues: h K 
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1* The food stamp program l&> the only incomo maintenance 
» program available to all houeohold typos* ^ 

2, Thud, its regulations provide a concrete consonsuo about 
vhat the safety net le» and about who the truly noedy 
are. 

3. Because all eligible households do not f&caiva food 
atsnpOi the participation rate In tho food stamp ■ 

i 

program serves as»an Important Indicator of tho 

i. i 

* extent to which the government reachos the*truly 
needy* & 
Despdte these facts an attractive alternative to focusing on eligibility 
for any single program Is to compare how various demographic groups fare 
with respact to the issues of In t ores t here* ThereforavWelnberg (1983) 
recent I7*$foe*d the ISDP to copparo female-headed houaeholds to the aged, 

■ * 

and to two-parent households and single persons* However as shown below 
"the benefit combinations received by foocj, stamp eligible houaeholds 
effectively accomplish these same comparisons because of the ehtegorlcal 
restriction or moot bf the other N Important benefits 'to apeclfic 
demographic subgroups* 

The next section provides further background about how multiple 
benefits were analyzed tfnd about the ISOP survey data's advantages and 
problems; It alao charncterlr.es 1979 households with respect to their 
food atsrap eligibility, recipiency, and official poverty *tatua> Section 
111 summarizes results for tho frequency and kinds of mutrfple benefits 
received by nils households and then focuses on those among food stamp 
allglblos* 1 ' ( 
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The fourth part studies the Impacts of program benefits on tho inci- 
dence of poverty. Beceuse winy recipient households remain poor, the„ • 
fifth evaluates the extent to which recipient households obtained Incomes 
below one-half, tho poverty line. For contrast and to examine the'cialm 
that eome recipients wore'-not truly needy, asctlon VI looks at household 
receiving transfer payments who had Incomes substantially above the • 

poverty line. A brief, conclusion commeuta on the relevance of tho main 

• r ' ' * l 

findings for the continuing welfare policy debate. 

^ *, 

X H. STUDY BACKGROUND • T, " _ 

the enalyele centered around combinations of six major transfer 

0 programs: Pood Stampi <F8>; Public Assistance (PA), including Aid to 

i 

families with Dependent Children end other wolfere programs; Unemployment 
Compensation (UI); Old Age Survivors snd Disability Insurance (OASDl)j 

',Vi 

, and Medicaid (MED)» Medicare was not anslyr,od separstoly becauso all 
. recipients of OASDl are Automatically coveted by that program. However 
Medicaid coverage: policies do vary from state to state. Appendix Tablo 1 
describes the sin programs In teroia of their Fiscal 1979 foderal cost,- 
the numbsrs of households receiving them In 1979, and the percentage of 
housoholdfl in each program with multlplo benoflts. 0A9D1 Was by.^ar the^ 
largeot of .those programs, coating nearly $103 billion and serving over 
21 mijllon household*. However only about one-sixth of OASDl households 
received benefits from an/ of the other five programs* the federal coots 
of UI and PA were 11 and *12 billion dollars, while SSti, JfB\ MBD each cost 
about $7 billion. For each of the welfare programs (PA, 881, F3, and 
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MBD) at least 85 percont of recipient Wisoholda also received ono of the 



fie r«ciiN*mtR. 4 



other flvo benefits* And ^o-chlrd of Ut households Vera multlplo hono- 

For the analysis Of poverty reduction* ayd Incomo adequacy the 'income 
• ■ • 

levels of households were ftret examined without .counting any government 

transfers and thou that protraneftr Income wao Incfesued by sequentially 

adding transfer payments In the following categories: • 

Social Insurancei mainly OASDI and UI but alsajg^>ncludlng 

Veteran f a Benoflts» Workmen's Compensation, etc*; 

Cash Welfare i PA and SSI; 

In-kind Assistance; Food Stamps, counted as the dollar amount 

* of their face value. • 

Although these categories exhaust all cash Income sources and food 

stamps , they sxelude the value of othor Important ln-Hclnd benefits, such 

aft Medicaid t Medicare, nutrition programs other than food stamps (o.g«, 

School Lunch nubs Idlest), and housing nsalstnnce. Therefore the results 

overeat I mate the extent to which households have Inadequate resources. 

However on yet there la no consensus about' how to value medical 

assistance, and there was no readily available data on the value of the 

nutrition and housing programs- WorV In progress Includes a more 

complete accounting for these in-kind programs. I 

t <• 

Only the second (Spring 1979) wave of the six wave ISOP research 
9 « 

penal wos analysed, such that j-he Information pertains" to the three- 
months ^rlor to the time that. flu. 1 sample households were Interviewed for 
the noeomf time. These reference* period months center* Around April 1 
All, person* aged Ui and ^ver were eligible respondent n and parents were 
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asked quest IqnV about the'inccynoj and essete*of children ' bo low age 16. 

In the event of a change In household composition or residence all house ~ ( 
* * * 

,hold mpmbers were followed to administer later interviews. By the end of 

•% '. 

the second wave 7200 households had provided data for thia paper. 

Like most aurveyo' ' t-he limitation* of the I3DJP , include underreporting 
of Income and assets. Ilowcve*, Che severity" of this was restricted with 
an imputation procedure. which corrected, for underreporting whore tho 
respondent rofltorted an. income source of asset but ei6her did not indicate 
the amount or else reported an amount, for only one or two of the thr»e- 

months/ The restriction to a three-tforttih period means that more house-* 

.*■-,■ ' -V * 

holds are* counted below "hie fyfrffa than on fln *« nufll basis, because 

.over a year, some households' income's v t4s* sufficiently to .of f set, part- 

year periods in poverty. .Finally; ;^^e the Spring 1979 intentfews were 
.going on tho Pood Stamp, program was in transition to a new pet of rules. 

The purchase requirement had boenOaiiminated and eligibility regulations 

concerning allowable deduction rrom.gtftfss inqorao were being tightened. 

Those limitations nrefmoro than offset by a/lvantages of the ISUP foy 

>■•.■-.., 

assessing the issuos for this study. More and better; incony* and program 

participation reporting was made posaibloAy t)ie extensive nature of the 

survey. " In addition,.* the* IHpP asked detoiled r <lxjp^tlons about all assets 

and about specific expenditure* tha^t , perm it, a* careful determination of 

* . : *■ - .1 ■ y , * 

'-.which housoholda were eligible ,foY food .Vtam/mi,' ■ ( Hence for the first tirao 

-it was possible tef obtain accurate ^format ion MoV^eHe^l-atioAflhip 

between food stamp eligibility and par^cipWi^ vnnd Uw. number o\ house-, 

holds at various incomes vis a vis, the official poverty tync. v 



Tha food 8 tamp regulation 1ft/ 197? allowed households tb deduct 20 
percent of all earnings, a $65. standard /deduction, and up to $80 In ' 

' ' ' iri< ■ 

u . .'/*/■■ * 

countable shelter coat and dependent care expenses from gross Income to 
determine a net Income figure that was compared to the official 0MB 
poverty lines by household size for lncome\ eligibility* (If a four per-* 
Son household's income caq^entlrely from earnings and they had the 
maKlraura shelter- deduction the annual gross* Income limit for eligibility 
."was $10,300, substantially above the appropriate 1979 poverty lino of 
$7450,) Houoeh61ds whooo liquid ssnets exceeded $1750 (or $3000 for sn 
elderly household) were not oljglble In 1979v 

Figure I categorises all Spring 1979 houaeholda by food stamp eligi- 
bility and recipiency as well as their official poverty statua* Of the 
12*4 million households found to be oligi^^for food" stamps , 4.8 million 
actually received thorn during the three-month reference period* One and 
a half million food stamp recipient houaeholds had cash incomes above the 
official poverty llne v This is the result of the allowable deductions 
from»f»rono income. The sssets. test elso hsd sn important Impact . Among 
'households that were ineligible for the program, 3,8 million had Incomes 
* below. the poverty line and thus were income eligible but had assets 
exceeding \he program limits. 

♦ 

III, hWJ,TIPLE BENEFIT RECIPIENCY PATTERNS , 

• ■ * 

For the generol population, multiple bpi^eflta are relatively rare* 
Nearly three-quarters, of njl U»S» households] that reported at leant one 
of the olx benefits imparted only one, and about two- thirds with* any of 
the six received only OA8Dl':(oce Appendix Table 2), Figure 2 shows that 
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Figure i 

Categories of Households (In railltono) 
for Multiple Benefits Anolyolo 
Spring, 1979 
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Figure 2 

Percentages of Households Receiving One, Two, or Three or Wore 
of Six Major Programs In Spring, 1979 
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large majorities of both food stomp ineligible** (90 percent) and *tood 
Stamp eligiblca who did not receive food starapa (72 percent) received 
only one ,of the qix program benefits* However nearly 85 percent of food 
stamp recipient households deceived more than one and 64 percent of them 
received three or moife benefits. 

Table L presents the 15 most frequent benefit types for al,l food 
qtamp elif^blc households who received any of the six benefits* The two 
most prevalent types aro OASDI only, and then a combination of three 
programs (FS/PA/MED) received by female headed families* The moat fre- 
quent combination of more than three programs was FS/SSI /MED/0ASD1 ; 
alone, each of theae aertfea low-income elderly households. 

Food stamp recipients were further classified on the basis of the 
largebt benefit they received (among OASDI, SSI, PA, UI, and FS) in order 
to get a coherent picture of the typea of people who receive multiple 
benefits. They tend to fall In one of the following categories: 
^ I. Aged, disabled', and survivors. Theae households reported 
their largest benefit was either OASDI or SSI. They 
were 41 percent of all Food stamp recipienta. The 

" • ' i 

'.' most important single benefit combination for this 

0 

group was Ypod Stamps/OASDX/SSI/Medicaid* 

2. Public Assistance household a. Nearly 30 percent 

of fodd stamp recipients reported PA waa their largest 
benefit. These are chiefly female-headed households 
on AFDC vho also receive Medicaid and Food Stamps* 

3. Food Stumps > This group consists of the 24 percent 

# 

of food at/imp households in which the stamps 
provide the largest henef It. 
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Table 1 

Rank Ordering of the 15 Largest Benefit Types 
for Food Stamp Eligible Households 



• 


* Households 
(In OOO's) 




Percent of Kllglble 
Households Reporting 
Any BoncfU (%)« 


OASDI Only 


| 

2,299 




27.3 


FS/PA/MED 


1,347 




16.0 


FS Only 


763 














FS/SSl/MED/OASDt 


586 




6,9 


FS/OASDI 


420 




5,1 fl 


FS/SSI/MED 


396 




4,7 


SSI/MEO/OASD1 


}72 




4.4, 


SSI/MED 


218 




2-6 


FS/PA • 


169 




2,0 


FS/PA/MED/UI 


138 v 




1.6 


PS /MED /OASDI 


138 


l 


1.6 


FS/SSI 


131 




1.3 


FS/MED 


127 




A 


FS/UI 


117 




1.4 


FS/PA/MED/OASDI 
« 


109 




1.3 


All 15 
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4. Households of the unemployed. roceivtng Unemployment 

' »' t' 

> Insurance and Food Stamps. 

y These four typss run the gamut among thoso we clasaify as « weedy. They 
include thoo-e «xpected to work and those not- expected^? work; indeed, 
they >: tattb|^/;*9PAft' Who are employed ^jsll-time as well as those temporarily 
flat ttf.^Wdfi^ ^e most tenuous attachment to the labor 

force* Some : : Jttt into distinct demographic categories, the aged for 

be served by fqwer programs. Since they are 

' Stamps could be cashed out and addded to 

'V.. '■; : : --r ' i?" 

, ( fch$ir r $SI IjAfiefits^ Withpu^t, any adverse behavioral consequences. Or they 
. 'V Social Security system. * Others defy 

r.r7 ,, ~ ■-. «vi«\ ■*, 

■•■•'/-'-----;^ ; V*^; r " ,x .: .-. V/\\ * ' 

vU'i^^^'Hu^toLE. BENEFITS AND POVERTY REDUCTION- 

Yi below the official poverty line were obtained 

^iri^iX^ insurance, cash welfare, and food stamps were 

^■.■'■■*'-^edeWi v yi9^y ^dtfiarf^to pre-transfer income- There were 22,3 million pre- 
tr^W^r^pooT;- households in Spring 1979. 

The impact >w social insurance (mostly 0A80I and UI) c pre-tranefcr 
; -v. income poverty was quit* dramatic — 8.8 million households, or 40 percent 

i* i u .*, wt/Jr, 

■■i-" : * : X'*0?| 'all pjre-transfer poor, were removed from poverty* Cash welfare (PA 
, Ax\4 r(?mdvci1 another 875,00(£ households, or '6 percent of thoso who 

■ , ^ f f?^lft^Jt)oftK\^f tor social insurance was added. Food stamps brought 
1 > ■ ! . / . 14 1 '^^jOKtt^^B 1 cl n t of poverty, which was 2 percent of those remaining 
.A. afte^ counting all money income, including cash welfare^ However, 

^V^Vi.e.^^ib^ pfh^Sprt t'-.of the pro-transfer poor remained poor. 
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Docauao poverty is concentrated among food stamp eliglbloa, further 
assessment of Income adequacy was conducted for these households, Over 
threo-jjuflrtors of food stamp ^recipients and 85 percent of food stamp oli- 
glble nonrecipients remained poor after adding all of their cash and food 
stamp benefits to pre-transfer income. ^ 

The fact that such a large percentage of food stamp recipients 

% ■ * 
remained poor despite multiple benefits raises an lmportsnt lasue about 

the safety net. If .there is one, it Is strung below the official poverty 

i line. Indeed , even together the income assistance programs are not suf- 

ficient^to end poverty. The majajfc^oclal Insurance programs are funded 

by contributions from Insured workers at all Income levels and pay most 

of' their benefits to households whose Incomes wovid be above the poverty 

line without these benefits. Food stamps are Intended to provide only 

the cost of a minimally adequate diet, and neither the public assistance 
r 

nor SSI payments available in roost states are Sufficient In combination 
with food stamps and social Insurance to eliminate poverty. 

A clearer picture of the impacts of multiple benefits on poVerty 
emerged from examining the amount these benefits reduced the poverty gap. 
This gap reveals not Just whether a household falls below an arbitrary* 
line, but the percentage by which the households income falls short of 
It. Although after all benefits were added, one-third of the original 
aggregate gap for all households remained, the effect of food stamps was 
found to be greater 'lq reducing that gap than in reducing poverty counts* 
Social Insurance closed over one~half of the <pretransfer poverty gap, 
while cash welfare reduced it by another 11 percent, and the addition of, 
food stamps reduced it by another 4 percent* 
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v.- Reaching the very poor t 
' c 

Figure 3 compnros 'effects of multiple benefit* fin income as a percon-. 

tage of the poverty line for food stamp recipients and food stamp cli* 1 

glblo nonreclplcnta. It ahowa hoy the distribution of income relative 'to. 

* ' * 
the poverty line changos as cash benefits, and then food stamps, are 

added to pro-transfer Income. Here we concent rato on the j^rcentagoa 

with Incomes below ono-half the poverty line v 

Sixty-four percent of food atamp recipients and aUty-aovon porcent 
of eligible nonroclplento had pro-transfer income that low in Spring, ^ § 
1979, After counting caah benefits from welfare and sbclal inaurance 
these 'percentage's dropped to 14 percent for food stamp recipients and 27 , 
percent for eligible notwreclplcnts . For those eltglbles who did get food 
stamps only A percent remained below one-half the poverty line after the 
stamps were added. n > 

Because extreme poverty la almost entirely eliminated fos thoae 
households wbo obtained food stamps it can be said that the. safety net 
roots at approximately one-half the official poverty line, with two 
Important caveats. First, for those who did not get food stamps, uearly 
30 percent wore below one-half the poverty lino. 2 Second, the data \w re 
are only fo^ a three-month period. When We observe them, some of the 
food stamp eligible nonrec Iplents may be In transition to becoming food 
{Stamp participants. Similarly over a longer period many of the house- 
holds counted below poverty here would experience Income increases or 
reduction* £n household size that would make them non-poor for that 
longer accounting period. Nevertheless, extreme poverty that persists- 
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for three "moivUia may be Judgad excesoivQ. Yot the threo-month data also 
ohow that fiAr* households with Food Stamps and other tenefHu there -la a 

fairly impermeable n«t for preventing extreme poverty. 

* ■ ■ 

VI, MULTIPLE BKNKKITS AND l$GQ0 ABOVE TUB POVERTY LlNJf 

The thruot of the Reagan welfare policy hao been* to maintain the 
benofttfl o£ the very j)oor while* cutt ing thooe available to others. 
Examining the top part of Figure 3 revealH the nktent to which there were, 
households rucetvlng government sn» I stance who had Incomes substantially " 
above the poverty line, t#e., those for whom Che cuts were Intended. 
Here we focus on tho percentage of food stamp ellglblea who had incomes 
greater than 130 percent of the poverty line, for two reasons. Pi rot, tho 
Omnibus Reconciliation Act of 1981 tightened food stamp eligibility regu- 
lations to eliminate households whose gross incomer^xceodod 130 percent 
of the poverty llr\n. Htfcond, we havn seen that f»od stamp recipients 
most often have the multiple benefits that trouble flacal^consor vat Ives . 

On a pre-transfor income basin, 9 percent of food stamp recipient 

households In 1979 had Incomes above 130 percent of the poverty line. 

That figure, rose to IB percent nUvK qddlng e^flh benefits, Implying 9 

percent mA^ro had relatively hJgh Incomes because of welfare and social 

Insurance, ^Jood sjypn added andther I percent of recipient households 

to the group above 130 percent of poverty. Menco roughly otuWlfth of 

the food ntamp houneholdu would have lost their (ood stamp benefits If 

the now gross income lljslt had been Implemented In Spring 1979. 

. t * 

Table 2 promts more detail about the sources of the Incomes of t 



those recipient households with incomes above 130 percent of poverty* 
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Table 2 



Household Jncoraua Relative to the Poverty Lino for 
Food Stamp Recipient and Pood Stamp Eligible 
Nonreclplent Kouoeholdn s — 
( figures ore percentages) 



Income Relative to 

the Poverty Line Pretransfer Prowelfare Money Income Plus St a^od * 
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aKbwa income/poverty lino, distributions for food stamp reclplcntn and 
• liable nonroclplents. Cnsh welfare, l.-e«, PA and 381, wao prlmnrllyj 
r«npLulhle for the large Increano In the percentage of food stamp reci- 
pients with Incomes above 130 percent of poverty. 

Further tabulations available In MacDooald (1983) deraonntrate thaC 
public aaalatancc was more important than SS^ The gencronltyNof- state 
public aaslfctanc* benefits* In 1979 depended on payment standarda and the 
rate at whlcj the atate reduced the payments as PA reclplento received 
other Income, particularly earning. In addition to paying more benefits 
to households without any Income the more generous otateo permitted 
larger deductions fpr work-re \ntcd expennes. Although the Rcrfgan AKUC 
cute have not affected the statea' payments standards very, much, they 
oHd cap deduct lona for wo,rk~relnted expenses, and, after four months 
.on the program AKDC Is not provided to households wi th substant lal 
earnings, Therefore many of the 30 percent of, food stamp reclplenta who 
reported public assistance aa tholr largest benefit also lost the oppor- 
tunity to combine earnings with their food stamps and AFDC. The effect 
of thin and the groso Income eligibility limit for food stamps 'has been 
to reduce the percentages of recipient households with Incomes In excess 
of the poverty line* 

'* 

VII. CONCLUSION 
It 

/ • 

" In addition to estnbllshln« that mult I pie/ bene f Its are widespread 

— *> 

only nmortV. food nt«ui.,rurlpl«nLfl and that th*t nro by no moans mifflclenl 
to ond lnrom«« pbv\>rt,y, two main find I no* tram tlia 1979 IHDP data are per- 
il nottf- to nn n»s««n«m«*iit of the RflrtR»H administration' A vnjlfar* policy 
Agenda. , ^, 
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First, the President was. cor rec/t , when ho said there Is a eefefcy net, 
and that his policies wodld not dismantle It. ^However the finding that . 
this now reats at ono~bnlf the poverty line is more likely to be taken as 
cause for directing wore federal dollars to Income assistance tjboji lose. 

Second ►in 1979 fhere'was a non-trivial percentage of ^recipients wl'th 
incomes substantially above the poverty line> primarily because pf rela- 
tively generous public assistance payments In some statei* Thdre may 
alpo be disagreement about the significance of ,thlo finding*" Aa/mjen- 
tloned before, three-months 1 data 'reveals' little about the duration of 
recipiency; thus a. high* priority for further research will be to use the 
18DP longitudinally to learn about transitions into and out of recipiency 
and poverty* For years, the policy debate about public assistance has 
been about those transitions, In terms . of how to end welfare .dependency ; 
as quickly as possible. The new AFDC policy is intended to speed them* by 
forcing a choice between work and welfare. The pre~Reagan policy Was to. 

»• 0 

permit longer Yransifion periods with greater work expspse deductions and 0 

a substantially ' lower benefit reduction rate on countable earnings* Thus 

from the perspective of the old policy it. is not surprising that there 

were, recipients with relatively high incomes. The 1979 ISOP Survey ; hae 

shown how many there were, and much about why. 

Ongoing research (e.g.', Dnnziger, 1982, and Mac Don a Id, forthcoming) 

will provide answers to key questions about how the households, who ids t 

food stamp eligibility and/or the opportunity to combine AJ? DC UX%U earn- 

i . , *.»■.;/.• *",' 

Ings responded. Old they leave welfare altogether, or. get cau^Ht in th^ 

safety net? ■ . : 



• ^3co AUcU il. MunnCll nnd Uur/i fe... Stlftlin, "Woman ana* a Two~Ticr 
.flocfal Security: System," In RiV.har^ V, Cunkhauaer and Karon £. Holdcn, 
«do.; AjCh hl longo to Social Security (New Yor^f Academic >Preao, 1982) # 
4 far a abacus" Ion 6f • ji proposed system in which nodal security benefits 
Would the sum of benefits from two ao^cnlled tiers* The firnt tier 
would consist of n means-tasted benefit* Tlio second -tier would be a 

• : . • ' ' . •. ' • * 1 

benefit strictly bfoportlpnnl to covered earnings* Such a system would 
do-own^ with- SSI nnd other benefit a* (or the aged* 

* -, .V) - 

z The answer = tto why more food a tamp ellglblos do not obtain the stamps 

* '"' ' ■ .• ^ 

• , * ' >, . ' * 

j/avn<{t clear, but thqre Is .avldeitte that Information problems (Coe , 1979) 

and stigma {MacDonald, 1977) cmiy be Important . Using the Spring 1979 

•flats, Orajka (1981) hna nubs tantl-ated that there was a group of/reia- 

\ ttvely needy households whp failed to obtain airenble food stamp bono- 

, v . m ' 

fits. However, the Jfodd stnmp caseload oltfo grew after the purchase* 
Requirement wan eliminated in Spring, 1979* . 
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Tabio A-l 



A, 



Description of Six Major Transfer Programs 
for, Fiscal Year 1979 



* * 


y 

* 

Cost FY '79 
(billions) 

. a) 


Households 
(thousands) 
(2) 


Percentage 
with Multiple 
% Benefits 0 
; (3) > 


Soc^nl Insurance 


• 






OASDI'' 


910^,6 


21,363 


16 .91 




11.2 


2,239 


33,9 


Cash Welfare 






j 



Public Assistance 
CPA) b 

BSV 

Food Stomps (FS) , 

Med tea Id 
B Coverage (MED) C 



12,0 

6,p 
6.8 



^i233 p 

3,622 
M73 

5,508 



85.8 
.94.3 
84,4- 

9>,4 



rf Percentage of households In this program reporting benefits from one or 
wore of the* other five progr/tom.- * ' 

D Ali cost figures arc f rom 5^ Budget of the United States, The PA cost 
figure Included federal A>'UC.^d, Gen oral Assistance costs, buU not 
Emergency Asr J. stance, ' 

c Medlcald household counts are for reported Medicaid coverage, These 
reports are larger Minn the number oP persons who actually received 
MedtcHId benefits, but smaller than -the total number of persons insured by 
Medicaid. The £ost figure Is the federal cost of actual services provided 
to Medicaid recipients, 



Tibli A-2 

MulclpU Banaflta fro« Six Major Program* , Wivi 11, 

J>y Food ptanp Red pUncy-Bllglblllty Status 



v r*i'»lvlnjT\ 



■ Ml 
itoiw«hol3i 



Food Staap 

Wei ljilaota 

HuiitiehoLd* 



Nonrnclplent 
E llglhlea 



llousaholdt 



Food 5tn»p 
Inall glMoa 



llouaehold* 



nno or rnorm of the 
ilx typnt of 

AflftlstAllt* 

Just ona ty tJo 

OA HI) i (inly 
U! only 
FS ^oly - 4 
PA only 
SSI only 
MKn only 

Two or mora typaa 

Only two 
TS/0ASD1 
0A5HU/MRD 
SRI/MK0 
SSI A)ASD1 

o^sm/ut 

PA/MM 
FS/PA 
FS/SSl 
FS/MKD 
P3/UI 

pa/oasm 

PA/U! , 
Ul/MRD 



(IrtOOO'a) Paroant { In OO O'a } Porcant (In OOQ'a) 'Pageant (In 000' a) Pcrcont 



.27,901 

20,796 

17,7*0 
1,4B1 
763 
460 
20B 
144 

6,151 

2,877 
428 
495 
4 54 
310 

o264 
247 
169 
131 
127 
117 

, U»2 
18 



100,0 


4,676 


IW,0 


3,530 


100,0 


19,495 


100,0 


74,5 


763 




2,527 


71,5 


A 

l7,Jflo 


89,8 


63,6 






2,299 


63.1 


15,441 


79,2 


5,3 








2.0 


1,409 


7,2 


2.7 


763 


15.6 








1,6 






71 




, 389 


2,0 


0,7 






33 


2 1.0 


173 


0.9 


0.5 " 




« 


s 50 


1.4 


M i 


1 °- s 


22,,) 


4,ll2 


64.4 


1,003 


28.3 


l,*89 


10.2 


10. 1 * 


,972 J 


19. 9\ 


367 


16.1 


/lTj336' ' 


l 6.9 


1.5 


428 


6.8 






U7 






78 


2.2' 




A \ 


1.5 






21B" * 


6,2 




1,2 


''1,0 






60 


1.7 


# , 250- •■ " 




0.9 






99 


2.8 , 




V 0.8 


0.9 






93 


2,6 ' 


P 134 


' 0,8 


0.6 


169 


3.5 










0,5 


131 


2.7 










0,5 


127 


2.6 . 










0.4 


117 


2.4 










. 0.4 






19 




I w 


0,4 


0,1 










18 


0.1 


0,1 










15 


0,1 



(tabla continual) 



Teble A-2 (coftt.) 



All 

Houeeholde 



Pood Steep 
Recipient*' 



Houeeholde 



Nonreciplent 
KlUtolee 
Households 



Food &t*mp 
Ineligible 



Houeeholde 







300 »e) 


Percent 


(in 


OOO'i) 


. Pcrctnt 


(In 000%) 


Percent (In 


OOO'e) 


Percent 


Three or more types 


3 


474 


- - r j 
' 12.4 


3 


140 


64.4 


- 

- 436 


12.4 y 


651 


3.3 


Only three 


3 


,049 


8.2 




044 


41.9 




/ 

ii. a/ 


618 


3.2 




i 
1 




% * o 


t 
1 


3*/ 


27 .6 








SSI/MKD/0A801 




838 


3*0 








372 


10.3 


466 


2.4 


PS/581 /NED 




J?0 


I • e 






d i 








fr}m?o/oasdi 




138 


0.5 




138 


2.8 










PA/5SI/MKD 




76 


0.3 












76 


0.4 


>S/SSt/OASl)I 




55 


0.2 




55 


1.1 








rS/OASDl/Ul 




55 


0.2 4 - 




55 


1.1 










8SI/MF.D/UI 




43 


0.2 












- 43 


0.2 


F9/PA/S5I 




26 


0.1 




28 


0.3; 








fr/med/ui 






0.1 






o.V 










PA/HED/OASDl 




23 


0.1 






13 


0.4 


10 


0.1 


mph /ciAin t /u\ 

nr. ii f'jn^ir l f ui 




1 1 
1 1 


U. 1 












11 


0.1 


PA/HXD/U1 




12 


0.1 












12 


0.1 


F9/PA/0ASDT 










i 


< 

0.0 










PA/8HI/0A8DI 




2 


0.0 








2 


0.0 






Pour or tnoro typee 


i 


>U* 


4.2 


1 


,097 


22.4 ' 


49 


1.4 


• 33 


0,2 


Only four 




,061 


, 

3.8 




979 


20.1 


49 


1.4 


33 


0.2. 


rS/S$I/M£D/OASDl 




586 


' 2.1 




586 


12.0 




F37PA/HED/UI 




138 


0.5 




138 


2.8 










F9/PA/HP.D/0A8D1 




inv 


0.4 




109 


2.2 










PS/PA/SSl/HF.P 




96 


0.3 




96 


2.0 










PA/351 /MED/OASDI 




82 


0.3 








49 


1.4 


33 


0.2 


PS/PA/SS1/UI 




49 


0.2 




49 


1.0 






P9/PA/S8I/QA3DI 




1 


0.0 • 




1 


0.0 










Five or Mora typee 




116 


0.4 




118 


2.4 










Only five ' 




116 


0.4 




116 % 












r*/PA/*8I/HR0/0A8Dl 




106 


0.4 




106 * 












F5/PA/MF.f)/OA9Dt/Ul 




,6 


0.0 




ft 


^0.2 










p:i/PA/».nr/HF.»/ur 




4 , 


0>0 




4 


0.1 
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Poverty in the United States: Where do we stand now? 



Two years ago a special issue of Focus titled "Poverty in the United States; Where Do We Stand?" (5:2, Winter 1981-82) 
mounted trends in poverty and the gro wth of income support programs since / 965. In October 1 983 the rising number offxx>r in 
America prompted the Subcommittee on Oversight and the Subcommittee on Public Assistance and Unemployment Compensa- 
tion of the Ways and%feans Committee of the U,S t House of Representatives to hold hearings orhtheivasons for { steady increases * 
in poverty rates since 1978. Among the questions they invited witnesses to address were (he relative importance of recession, 
demographic change, budget reductions, and a ten-year decline in the real level oj public assistance benefits in causing increased 
poverty, Wis issue o/Focus summarizes parts of the testimony presented to Congress to assess where we stand now, twenty years 
after the nation declared its intent to launch a full-scale effort on behalf of the poor, 
♦ \ 

The problem Of poverty ' great a percentage of all persons'live in poverty now as when 



Before one can discuss probable causes and possible cure*, 
it is first necessary to address the basic questions concerning 
poverty: How much mamk J is there? Who arc the poor? 
How i>oor arc t hcyMMftl do they remain in 



|K)vcrty? 



Poverty has been on the increase in recent years. The 
Bureau of the ( cilsus reports that 1 5 percent of the popula- 
tion were below the poverty line in 1982* compared to 1 1 .7 
percent in 1979, which means that the number of poor pcr^ 
sons had increased by more than eight million. The official 
poverty rate was as high in 1982 as it was in 1966. Do as 



How much poverty? • 






census numbers havo other drawbacks, noted by others who 
testified, such as Timothy Smecding, of the University of 
Utah. The official statistics do not subtract taxes from 
income, though taxes affect a household's level of consume 
tion. Further, they fail to distinguish between the private 
economy's antipoverty performance and the government's 
contribution, both in the form of social insurance and in 
welfare. « 

\ 

A better understanding of what has been happening to pov- 
erty in the United State); is provided by Table I, presented to 
the Congressional subcommittees by Sheldon Danzigcr, 
Director of the Institute for Research on Poverty, 1 This 
table gives poverty rates over the period I965-82» compar- 
ing the census measure with other measures that adjust for 
its deficiencies; prctransfer income, prewelfare income, and 
adjusted income. (For definitions of these terms and others 
used to define and clarify the complex concept of poverty, 
see box.) In every year there is a much higher poverty level' 
under the census income measure than untier the adjusted 
income measure. Nonetheless, all four measures reflect the • 
same pattern over the past fifteen years. Poverty declined 
sharply from 1965 to the early 1970s, remained fairly stable 
in the ntid-197fts, then in 1978 t*gan to climb rapidly. This 
pattern is depicted in Figure I, The difference between 



tlx Trend la iht IriUdenct of Poverty among Pmotu, 
StlKtftT Ytttt 1965 I? 










Poittranifef 






Prcirftmfcr 


Prcwclfarc 


income 


Adjusted 




Income 


Income 


(Census Income) 


Income* 


Year 


(1) 

...... _ - 


(2) 


(3) 

.. . 


(4) 

. 




21 W 


16.3* ' 


» I56*i 


12.1% 


\m 


18 2 


13.6 


12.8 


9.9 


i y7? 
i ▼ / 1 




13.1 


1 1.9 


6.2" 


IV74 


20.) 


111 


11.6 


7.2 


1976 


21.0 


13.1 


MB 


6.7 


1 978 


20.2 


12.6 


11.4 


n a 


\m 


20.1 


12.9 


11 7 


61 


\m 


21.9 


\41 


13.0 


it a 


\n\ 


*2i,l 


IV! 


14.0 9 


•8.8^ 


1982 


24.0 


15.9 


15.0 


C hange 










1965 1978 1 


5.2 


22.7 


26.9 


49 6 


1978-1982° 


4 18 8 


+ 26.2 


+ 31.6 


+ 44.3 



I Kot|ret: Sheldon D«oiigcr in Dagger, /cter Oottschalk, Robert J. 

Rubin, and Timothy M Smeeding, "Recent Increases in Poverty: Testi- 
/ monv before the House Ways and Means Committee, 1 * IRP Discussion 

Paper no. 740-83, pj6. 

•Adjusted income dfia are from t imothy Smeeding, The Anlipoverty 
liffectsof In-Kind transfers." Polky Studio Journal. /0(I982),499 521 
'^rhis is an estimate from Peter OottschaJk and Daniiger, c hanges in 
Poverty. 1967 1982: Methodological Issues and Evidence, M IRP Discus 
lion P«r no. 737 83. * w 

Tercentwe changes Tor adjusted Income data are from 1965 -79 and 
1979 82Ll * 

n.a. * nonmailable i 




Source: For prctransfer poverty, computations by Sheldon Danziger and 
Rooert Plotnick from the Survey of Economic Opportunity for 1965 and 
March Current Population Surveys for other years. For positransfcr pov* 
erty, U.S. Department of Commerce (Bureau of the Census), Cumnt 
Population Reports, Series P -60, "Consumer Income. 1 * For adjusted 
poverty, Timothy Smeeding, The Antipoveny Effects of In-Kind Trans- 
fers,' 4 Policy Studies Journal, /0(I982), 499-521. 



prctransfer and positransfcr (census) income shows how 
important arc government cash transfers for the well-being 
of the population. In 1982 one-quarter of the population 
„had incomes below the official poverty threshold on the 
basis of their market incomes alone. But after the receipt of 
cash and in-kind transfers, fewer than 10 percent remained 
poor. 

Poverty as measured in relative terms (defined in box; not 
shown on table or figure) remained 10 to 15 percept above 
the absolute measures shown in Figure 1, Danziger calcu* 
latcd that prctransfer poverty for all persons, i^ measured 
relatively, declined from 21,3 to 19.7 percent between 1965 
and 1968, but rose steadily from 1968 until J982, when it 
reached 26.5 percent. Relative poverty after Receipt i)( cash 
transfers declined very slightly from 1965 to 1978 -fronv 
15,6 to 15.5 percept** and then rose to 17,8 percent in/982. 

Wt\o are the poor? ^ 

Aggregate figures provide only a rough picture o| the inci- 
dence and extent of poverty, A more detailed examination t 



Terms Used in Measuring Poverty 



1. Census income. Used to draw the official pov- 
erty line, census (or posttransfer) income includes 
money wages and salaries, net income from self- 
employment, social security incorric, public assis 
tance, iacomc, and other cash government trans- 
fers, property income (interest, rents, dividends, 
etc.), and private transfers, such as pensions and 
alimony. It does nor subtract taxes paid, 

2. Pretrans/er income. Also termed market income 
orpre-government-transfcr income, this concept is 
census income excluding government transfers but 
including private transfers such as gifts, alimony, 
child support, and,private pensions. 

3. l*re welfare income. Prewelfare income is census 
income minus only cash public assistance. pro- 
grams (means-tested), such as Supplemental Secu- 
rity Income and Aid to Families with Dependent 
Children, It includes social insurance benefits, 
such as social security, unemployment irtjrijrancc, 
railroad retirement, veteran service related pen- 
sions, and black lung benefits, which arc not means 
tested. 



5. Absolute poverty threshold (line). The official 
census income level below which households are 
classified as poor. Based on the assumption that 
the poor spend approximately a third of their 
incomes for food, the poverty line originally con- 
sisted of three tjmcs what the Department of Agri- 
culture in 1955 ascertained to be the minimum 
f ood consumption requirement for a family of 
four' Adjustments arc made for diffcrenhsi/ed 
families, and the poverty line is adjusted each year 
for inflation, as measured by the percentage 
change in the Consumer Price Index. In 1982 l)ie 
official poverty line ranged from $4901 for a single 
person, to $9862 for a family of four, to $19,698 
for a family of nine or more, 

6. Relative poverty threshold. This poverty thresh- 
old varies directly \\ith changes in the national me- 
dian income, adjusted for family size. Those 
whose incomes are below 44 percent of the media 
arc classified as poor. This figure was chosen s 
that the count of absolute and relative poor 
sons for 1%5 was equal. It incorporates the si 
adjustments for family sue that are included in th 
official measure, In 1982 the relative poverty lin 



families headed by a woman with no husband present has 
increased more than 15 percent since 1978, compared to a 6 
percent growth in the overall population One of the immc 
diate and alarming effects in the growth of this group is the 
large increase in poverty among all children, which in- 
creased from 16.0 percent in 1979 to 21.3 percent in 1982 
(sec Table 2). 6 

If single-parent families are growing last, black single 
parent families arc growing even faster And if ^bverty is 
prevalent among the while single-parent households, it is 
much more so among black*- The number of poor black 
families headed by women doubled between 1 969 and 1982. 
These families accounted for 71 percent of ajl poor black 
families in 1982, compared with 54 percent in 1969. 7 In 1982 
the poverty rate was 35.6 percent for all black persons and 
57.4 percent for those living in femalc-hcadcd families. 

The major cashSvelfareprogram directed a( single parents 
and their children is Aid to Families with Dependent Chil- 
dren. It was created by the 1935 Social Security Act, and 
conceived of as a small program to aid widows not coveted 
by social security, Though if has been amended and broad- 
ened over the years, it has- in comparison with the rest of 
our social welfare system- remained small. AFDC in fiscal 
year 1981 accounted for only 17 pcrdertt of total welfare 
expenditures and only 4 percent of total expenditures on 
Income support. 1 The percentage cut in the AFDC budget 
in thcOmijibus Budget Reconciliation Act (OBRA) of 1981 



\ 

^percent to 100 percent after four months of earnings, set 
maximum allowable deductions for work and child care 
expenditures, computed the third of their earned income 
that AFDC' working recipients were allowed to keep (for 
four months) on the basis of their income after deductions 
rather than before, lowered the ceiling on assets, and 
counted stepparent income when calculating the benefit. 9 

Robert J. Rubin of the Department of Health and Human 
Services staled in his testimony that these changes have 
reduced welfare rolls, w In all, 40S.000 families lost eligibility^ 
(for all) benefits and 299,000 lost (some] binctits as a result" 
of the OBRA changes. The changes save! the federal and 
statcgovernmcntsaboutSl.l billion in 1983. M, ° And Stock- 
man wrote: 

The dire predictions of those who opposed the gross 
income cap and limiting of wor(c disregards in AFDC , . . 
did not come true. Contrary to assertions that wage- 
earning recipients would quit their jobs lo stay on wel- 
fare, the number of Recipients who quit-work or lost jobs 
and returned to welfare was the same both before And 
after the 1981 Reconciliation Act - 18 percent, 11 ' 

But although the AFDC recipients whose benefits were 
reduced or terminated did not, by and large, quit work and 
return to welfare, they did experience significant losses in 
total income. Preliminary findings of studies being carried 
out jointly by the Institute for Research on Poverty and the 
Wisconsin Department of Health and Social Services sug- 
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families headed by a woman with no husband present has 
increased more than 15 percent since 1978, compared toa6 
percent growth in the overall population One of the immc 
diate and alarming effects in the growth of this group is the 
large increase in poverty among all children, which in 
creased from 16,0 percent in 1979 to 21.3 percent in 1982 
(sec Table 2). 6 

If single-parent families are growing fast, black single- 
parent families are growing even faster. And if poverty is 
prevalent among the white single-parent households, it is 
much more so among blacks The number of poor black 
families headed by women doubled between 1 969 and 1982, 
These families accounted for 71 percent of all poor black 
families in 1982, compared with 54 percent in 1969. 1 1n 1982 
the pov/rrty rate was 35.6 percent for all black persons and 
57.4 percent for those living in female-headed families. 

The major cashSvel fare program directed at single parents 
and their children is Aid to Families with Dependent Chil- 
dren. It was created by the I935 Social Security Act, $nd 
conceived of as a small program to aid widows not coveted 
by social security. Though if has been amended and broad- 
ened over the years, it has- in comparison with the rest of 
our social welfare system -remained small. AFDC in fiscal 
year 1 98 1 accounted for only 1 7 percent of total welfare 
expenditures and only 4 percent of total expenditures on 
income support. 1 The percentage cut in the AFDC budget 
in the Omnibus Budget Reconciliation Act (OBRA)of 1981 
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^percent to 100 percent after four months of earnings, set 
maximum allowable deductions for work and child care 
expenditures, computed the third of their earned income 
that AFDC working recipients were allowed to keep (for 
four months) on the basis of their income after deductions 
rather than before, lowered the ceiling on assets, and 
counted stepparent income when calculating the benefit,' 

Robert J. Rubin of the Department of Health and Human 
Services stated in his testimony that these changes have 
reduced welfare rolls. M In all, 40S.000 families lost eligibility^ 
(for all] benefits and 299.000 lost [some] blncfits as a result " 
of the OBRA changes. The changes save! the federal and 
state governments about $1 . 1 billion in 1983. M1 ° And Stock- 
man wrote: 

% 

% « 
The dire predictions of those who opposed the gross 
income cap and limiting of work disregards in AFDC . . , 
did not come true. Contrary to assertions that wage- 
earning recipients would quit their jobs lo stay on wel- 
fare, the number of Recipients who quitAVork or lost jobs 
and returned to welfare was the same both before and 
after the 1981 Reconciliation Act- 18 percent. 11 ' 

Hut although the AFDC recipients whose benefits were 
reduced or terminated did not, by and large, qijit work and 
reti/hi to welfare, they did experience significant losses in 
total income. Preliminary findings of studies being carried 
out jointly by the Institute for Research on Poverty and the 
Wisconsin Department of Health and Social Services sug- 
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, was larger than th^ for mo$t other transfer programs. The 
Reagan administration introduced a gross income limit of 
150 percent of each state's standard of need, raised the mar- 
ginal benefit reduction rate on a recipient's earnings from 67 

— __j 



gest that less than 10 percent of the AFDCrecipientsin Wis- 
consin who were working when OBRA terminated or 
reduced their benefits quit a job and were back on welfare a 
year after the cuts went into effect. 12 And for all the women 



r • Table 2 

Selected Characteristics of Perron* below the Poverty Level: 1982 pnd 1979 

(Numbers in thousands) 



Characteristic 



f982 



Below Poverty Level 



1979 



Percentage 
Difference 



1982 



Poverty_Rate ' 



1979 



Percentage Point 
'Difference . 



All persons 


34,398 


26.072 


31.9 


15.0 


11.7 


3.3 


In families 


27,349 


19.964 


37.0 


13.6 


10.2 


■/'."<> 1.4 


Related children under 18 years 


13.139 


9.993 


31.5 


21.3 


1*6.0 


,5.3 


, (n families with female householder, no hus- 














band present 


11,701 


9,400 


24.5 


40.f> 


H9. 


. Vi 


In all other families 


13,649 


10,563 


48.1 


■ 9.1 


6:K 


2.8 


Unrelated individuals 


6.458 


5,743 


12.4 


23.1 


219 




Under 65 years 


30,647 


22.390 


' 36.9 


15.0 


11.3 


3 7 


65 years and ovar 


3,751 


3,682 


1.9 


14 6 • 


: ,15.2 


■0.6 


In metropolitan areas 


21.247 


16,134 


31* 


13.7 


'.10.7 


3.0, 


♦ In central cities 


12,696 ' 


„ 9,720 


30.6 


19,9 ■/ 


1*?, 


. 4.2 


Outside central cities j 


8.551 


6,415 


33.3 


9.3 ' 


7.2 


t\ 


In nonmetropolitan areas 


13,152 


9.937 


32.4 


17.8 ■■■ 


13.* 


4.0 



Source; U .S. Department of Commerce (Bureau of the Census ) t "Poverty Trends and Issues,** prepared for the Committceon Ways and Means, U.S. Hoi|se 
of Representatives, October 18, 198^ Chan 4. ' . , 
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aiffectfcd, income from earnfn^y^FDC, and f odd stamps 
.decreased by 17 percent over, this period/ the *GBRA - v 

• changes may, however, have decreased the incentive to * 
begin work for those wom'en Crti AFDC who were not work- - 
ing when OBRA was implemented. A research project to 

' address this question is just getting tinder way at the 
Institute. - ' v ' ■ . ' • 

Two-parent households and unrelated individuals: (he 
working poor. Timothy Smecding, in his testimony before 
the committee, stated that 'the major increases in poverty 
experienced during the past four years have been among 
persons, adults but especially children, living in traditional 
husband-wife families." In 197^ families headed by married 
couples made up 34.4 percent of the poor. Today they make 
up 40 percent, and 60 percent of the increase, in poor fami^ 

; lies last ytfar was made up of husbarfd-wife families, »* 

* i 
This is the working population, arid their mainstay during 
recessions is Unemployment Insurance (Ul). But since 1979 

t there has been a large drop in the fraction of the unem- 
ployed receiving Vt 

Gary Burtless of thp Brookings Institution, in his testimony, 
stated that in fiscal year 1976 about three-quarters of the ^ 
unemployed were covered by UI, but In fiscal 1982; only 42 
percent were covered. Relative to the number of rtqwly 
unemployed Workers, ther* have been between 16 and 18 
percent fewer initial UI claimants in the past two years. . / 
Burtless. attributes^this relative drop in applications to a " , 
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number of changes tl^ii have been made both at thestate 
level and at. the federal level since the 1974-75 recession. l * 
Because adclitional benefits (such as Extended Benefits -an 
extra "13 weeks of coverage) ire made available only when 
the count of those pn UI reaches a certain level, the reduced 
number of initial claimants started a chain reaction that cut 
bade benefits at every stage of the recession. According to 
the U.S. Department of Labor, the August 1983 outlay for 
UI was an estimated. SIS billion, or 34 percent lower than 
would have been thc^ase if the system had compensated the 
unemployed in proportion to the levels paid in 1976. 15 

r 

Though JU I is nqt primarily an anlipovcrty program, Burt- 
less demonstrated that it has been reasonably effective in 
aiding some of those who would be poor in the absence of 
the program, particularly husband and wife families. But 
the changes in UI have reduced itsantipoverty effectiveness, 
"In 1975 about 34 percent of one-earner husband-wife fami- 
lies with prc-UI incomes below.the poverty line were raised 
above poverty by their UI payments. In ,1982 only 20 per- 
cent of these families were raised above poverty by UI pay* 
ments. Hie relative drop ineffectiveness was even larger for 
families suffering 26 or more wceks of unemployment. 

Using data from the Michigan Ppncl Study of Income 
Dynamics (PSID), Burtlcss found that among nonaged, 
poor, male headed families, the fraction of. unemployed 
breadwinners receiving any UI benefits at all dropped from 
51 to 29 percent between 1975 and l$8lf?nd among those 
receiving UI benefits, a smaller fraction below the poverty 

■ t ' • 



line werjUapught above the line by their benefits -49 per- 
*ent iip&S vs, 37 percent in 1981. 17 

The working poor also pay taxes. And, according to 
Smeeding as well as data contained in the Background 
Material on Poverty, taxation in recent years has begun to 
adversely affect the poor. The earned-income tax credit 
(EITC) was enacted by Congress in 1975 to alleviate the tax 
burden oh low-income families who had children and who 
supported themselves primarily by earnings. At that time, 
payroll taxes were lower and a family of four did-not have to 
start paying federal income taxes until its income was 22 
percent above the poverty line. In subsequent years the dis- 
tance between the poverty threshold and the tax threshold 
narrowed considerably: inflation drove up the poverty line, 
but tax adjustments to offset tWeffects of inflation did not 
keep pace. Nor did the EITC. Originally set at $400, its 
maximum amount was raised to $500 in 1979 and has not 
changed, since then. 

According to Smeeding, in 1982 a family of four with earn- 
ings at the poverty level would have to pay $946 in federal 
income and payroll taxes, despite the EITC, The same fam- 
ily would on average quality for food stamps iq the amount 
of $900. The net effect of food stamps and taxation would 
therefore have been to reduce a poverty-level income by an 
additional $46. These taxes equaled 9.6 percent of income in 
1982 and are projected to rise to 9.8 ip 1983, and to 10. 1 in 
1984. 11 Thus while the general population has had tax cuts, 
'the working poor havchad increases, 19 



The onp government welfare program for which all of those 
with low income and assets are eligible is Food Stamps. 
OBRA has restricted benefits and reduced eligibility for this 
program in a number of ways. The first month's payments 
have been prorated, indexation has been slowed, and a 
gross income limit equal to 130 percent of the poverty line 
has been established for all households except those con- 
taining an elderly or disabled person. A slightly larger bene- 
fit reduction rate on earnings has been imposed. New rules 
have tightened restrictions on boarders, aliens, and college 
students, and strikers have been eliminated from the rolls 
.altogether. 20 • 

The aged. The aged. are the success story of th/'period 
following the War on Poverty. As can be seen from Table 2, 
at a time when the poverty rate was rising for all other ' 
groups, the economic status of the aged continued to 
impurove. Over 43 percent Of this group have pretransfer 
inccffnes below the poverty line, but aft^r money transfers 



their poverty rate falls to 14.6 percent^ slightly less than the 
' rate for all persons, If their assets and in-kind transfers ./ 1 
(such as Medicare and food siamps) and favorable tax laws "»y ; ' 
are taken into account, their economic status relative to the 
nonelderly increases even more (see Focus , 6:2). Because 
social security and Supplemental Security Income are 
indexed to consumer prices, these major sources of income " 
are not eroded by inflation, and because most of the aged 
are not in the work forcq, they are less vulnerable to the ups 
and downs of the business cycle. Dependent on government " 
transfers, they can have their incomes reduced, through 
legislative acts. However, the fact that they are a potent 
political force makes u unlikely that any retrenchment Will 
adversely aft*jt current retirees. 

Though the Reagan administration sought to reduce gov- © 
ernment spending on social welfare programs, and was par- 
ticularly concerned over the shott-term deficits in OASDI, 
the 1.983 amendments to the Social Secyrity Act made only 



ERIC 



/ 



35 



30 



<D 25 



\ 0l 



o 20 
9 * 



15, 
^tO- 



Total White Black 

Flftrtt 1. Perttnug* of Persona below (he Poverty Level, by Race wid Sp*nkh Origin*. 1979 and 19»I 





1111 


1979 


. * • 'A ■ 






35.6 


> ■ " * 


.s 








/ .'• 




















; 1982 






fluff 








29.9 




.'•1 v -. 


























> . - 




lllll 






B 




4 






15.0 






111 


( : 










• . * 


g11..7g 






12.0 






















IS 

















Spanish 
origin 1 . 



Source: "Poverty Trends And Issue*,- prepared by the U .S. Department of Commerce (Bureau of the Census) for the U;S, Home of Represent!! 
Ace on Ways and Means, Subcommittees on Oversight and on Public Assistance and Unemployment Compensation, Washington, D.C„ GN 
Chart 3. . ■ "' , . • •. 




bmmit* ' 
r 18, mh 



ERjC ' 



T 



) 



T»blc 3 t j 

Poverty Deficit In Current Dollars before and after Cash Tninsfer^Slecjed Years, 1967-82 



Year 



Prctransfer 
Poverty 
Deficit* 

. (I) 



Cash Transfers Received 
by Pretransfer Poor 
Households* 

(2) 



Positransfer 
Poverty 
Deficit* 

\3) 



Percentage Reduction in 
Poverty Deficit Due to 
Cash Transfers 

S 

(4) 



„ Posttransfer 
Poverty Deficit as a 
Percentage of GNP 

0) 



>1W 
1974 
1979 
1980 

.1981 . 
J982 



S 22.6 
45 0 
70.5 
88.9 
1 04 I 



Increase in Current Dollars 
1979/I967 h " 211.9 
1982/ 1979^ 63.0 



is 



$ 17.5 
57.3 
80.0 
95.9 
109.0 

• mi , 



357.1 
47.6 



SIO.O 
15 J 
23 9 
314 

39.3 
•45.3 



139.0 
89.5- 



55.5% 
66.4 
660 
64.6 
622 
,60.5 



Source; Sheldon Dan/iger in Dan/.igcr, Peter Uottschalk. Robert J. Rubin, and Timothy M. Srn^d 
House Ways and Means Committee," IRP Discussion Paper no. 740-83, p. 10. 
•Billions of current dollars. m 
^Between 1967 and 1979, the Consumer Price Index increased by 1 17 percent. 
^Between 1979 and 1982, the Consumer Price Index increased by 33 percent. 



1.29% 
1.04^ 

1.02 
1.22 
1.37 
1.47 



1 



ling, "Recent Increases in Poverty: Testimony before the 
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small changes in the economic status of $jf aged. The 
changes eliminated inequities in coverage, provided for a 
gradual rise in the retirement age, made half of social secu- 
rity subject to income tax in the cast of high -income benefi- 
ciaries, and delayed the annual cost-of-living adjustment 
from July to January. 
r 

Of the 3,8 million aged poor in 1982, blacks and women 
were disproportionately represented. The poverty rate 
among elderly blacks was 38.2 percent, compared to 12.4 
percent for elderly whites. Whites who lived alone had a 
poverty rattof 23.5, whereas blacks who lived alone had a 
rate of 61 .6 percent. Women, who accountid for 59. 1 per- 
cent of the noninstitutionalized aged population, accounted 
for 70.9 percent of the aged poor. 2 ' 
• 

Geographic distribution. During the 1970s the pooj* became* 
increasingly concentrated in metropolitan areas. In 1969 
only 54 percent of the poor lived in cities, whereas in 1982, 
62 percent flf the poor were located in these areas. The Cen- 
tral cities contained 37 percent of the nation's poor in 1982 
(12,696,000; see Table 2), whereas they had contained 33 
percent of the poor in 1 969, At the same tirtte the proportion 
of the total population living in central cities dropped from 
32 percent to 28 percent." 

The proportion of the poor living in the South has lessened. 
Between 1969 and 1982 it dropped from 46 to 41 percent." 
Nevertheless, the South still had the highest poverty rate in 
1982- 18.1 percent, compared to 13.0 in the Northeast, 
p. 3 ift the North Central states, and 14.1 in the West.* 4 



Race and ethnic background. Although two-thirds of the 
poor in 1982 were white, other races v^ere disproportion- 
ately represented. Blacks, for example, made up 22.9 per- 
cent of the poor, though they are only 1 1 .9 percent of the 
total population. People of Spanish origin accounted for 
12.5 percent of the poor, though they are only 6 percent of 
the population." Put another way, only 12 perciht of all 
whites, but 35.6 percent of all blacks and 29.9 percent of all 
Hispanics were poor (see Figure 2). Race is not only related 
to poverty at a given time, it is dl\o related to level of poverty 
and length of time in poverty. 26 , 
*> 

How poor are (he poor? 

'The proportion of poor persons with incomes at 75 percent 
or less of the poverty lines increased from 61 percent in 1978 
to '68 percent in I982. M " Since 1978, in terms or census 
incorrie alone, it would appear that the poor are losing 
ground. Just how poor were the households with incomes 
below the poverty line? This question can be answered in 
p^rt by examining what has happened to the poverty deficit 
(<fcfined,in the box). Table 3 illustrates that cash transfers 
between 1967 and 1979 were increasingly successful in 
reducing the poverty deficit. They reduced the deficit by 
55.5 percent in I96^and 6^0 percent inM979. After 1979, 
however, the pretransfer deficit grew faster than did cash 
transfers, so the posttransfer deficit grtfW even faster. This 
deficit, in current dollars, grew from $23.9 billion to $45.3 
billion between 1979 dhd 1982 (or from $31.8 to $45.3 
billion In constant 1982 dollars). The I9$2 pretransfer pov- 
erty deficit pf $1 14.9 billion means that the income of the 
typical poor household before transfers is about $4540 



below (he poverty line; the posttrunsler deficit "of $45.3 
billion means thai those household^ remaining poor after 
receiving cash transfers were abolTS3200 bdow the poverty 
line." Table 3 also demonstrate* that me antipovcrty 
impact of cash transfers (discussed in more detail below) 
has been decreasing in recent years - only abouUK) pcrcciu 
of the gap wax rcduc&i by transfers in 1982. 

Also shown. in the fable is the continued growlhof cash 
transfers to the poor, In 1982 the poor received $l|8.l 
billion in cash transfers -more-than enough, in theory, to 
wipe out- the poverty deficit. However, this Qould be 
achieved only by an income tested program which reached 
a|l of the poor and provided each pretransfer poor house v 
hold tH\jj| the amount of its poverty deficit. Such a prograin 
would be impossible to administer iind woi»fd have great 
Work disincentives. Most of the antipovcrty impact of exist- 
ing transfers is due to social insufllnce programs -chiefly 
social security - which raise the incomes of many of the 
pretransfer poor who receive them far above the poverty 
line. These social insurance transfers remove more persons 
from poverty than do cash public assistance transfers, 
because a greater number of the pretransfer poor receive 
thltm and because the average social insurance bcnclU is 
higher. 



How long are they poor? 

An earlier article iti Focus on the dynamics of poverty tf; 1 » 



a research team headed by Martha Hill at the University of 
Michigan followed the history of family members who left 
home and established their own households. The research 
results showed Considerable economic upward mobility 
across generations of poor families: "Most of today's poor 
children arc not tomorrow's poorjadults."' 0 

T hese analyses of the dynamics of poverty indicate that the 
b<wt evidence we now have gives us both good and bad 
news. Many poor people remain so for only a shprt time, 
but those «ho do not soon escape poverty are likely to stay 
poor for many ^ears. More optimistic is the finding that 
poverty is not necessarily transmitted from one generation 
to the next, 

C » t Table 4 

The Anllpovcrly KffecUveneaa of Major Income Traruftrs, 
Selected Years, 1965-12 » 



• r 

Pefccmage of Prd/ansfer Poor Person! 
j Removed from Poverty by 

Cash Social Cash Public 
tmurance Assistance In-Kind 

Years refers* Transfers* transfers' 



All 
Trarufers 



I9M 


2J.3 


u 


HV4 


43 2 


1976 


*7.6 


62 


28 I 


71,9 


1978 


J7 6 ' 


5.9 


n a 


" n.a 


1980 


.152 


B.3 


n a. 


n,a. 
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Summer 1981) outlined changing views in (he 1960s and 
1970s concerning ihc permanent versus the transitory 
nature of poverty. In the 1960s many analysts perceived the 
poor as a separate population, imbued with its awn culture, 
socially immobile, isolated from the rest of society. In the 
1970s others began to point to large flows of people into and 
otft of poverty, creating a churning efTcct around the thresh 
old. The availability of longitudinal data has now made it 
ffyssible to track the actual course in time of individuals 
wmj become poor. * ^ 

H^rWd^researchcrs^tary Jo Banc and David EWwood, 
using a ten-year segment of jhtf*Michigan PSID, found, as 
Stockman put it in his testimony, that "the same poor peo 
pie arc not always with us - even though the same numbers 
iscem to be. H,v The main findings of the study, which Stock- 
, man described, are that many of those who become poor 
experience short periods of poverty lasting one to two years, 
but that a small number remain poor for a very long time 
and, because of their continuing presence, form the domi- 
nant part o^thc poverty population at any oiSe time. These 
long term poor eventually consume a large portion of wel- 
fare expenditures, f hey constitute the group termed by 
some thl underclass- the hard core, those most difficult to 
reach. 

Another recent study utilized the Michigan PSll) to address 
the issue of whether poverty persists across generations. To 
find out whether motivational deficits among poor parents 
depressed the levels of their children's economic attainment, 



9 

ERLC 



1982 



33,8 



3.8 



25. 8 d 63.3 d 



Source: Sheldon Damiger in Dan/iger, Peter Gottschalk, Robert J 
Rubin, and Timolhy M Smecdlng, "Recent Increase* in Poverty: Testi- 
mony before ihe House Way* and Mean* Committee,* U*P -Discussion 
Paper no 740 81, p> 8. 

•C*ath social insurance transfers include social security, railroad retirr 
mem, unemployment compensation, workers' compensation, |overn-j 
ment employe* pensions, and veterans' pensions and compensation. 
h Cash public assistance transfers include AFDC, SSI (OAA, APTD, and 
AD In l%5). and general assistance, 

Mn kind transfers include Medicare, Medicaid, hood Stamps, and, for 
1976, school lunch and public housing; this figure also adjusts for direct 
tarn ana the underreporting of cash transfers. 
•'Based on estimate for adjusted income poverty 1982. 
n.a. * not available 



Causes and cures 

Among those presenting testimony before the subcommit- 
tees, none disputed the actual numbers of poor people 
under the various measures, but there was some disagree- 
ment over the long term causes and cures underlying those 
aumbers. Argument continues over whether the state of the 
economy or government transfers has the greater effect on 
poverty in the United States. Some stressed economkS 
growth as the primary factor in reducing poverty, bulvtmti- 
tute researchers found the picture more complex. Sheldon 
Dan/iger described the varying antipoverty effect ivpeu of 
transfers over past years, and Institute affiliate PetJtr Ooti- 



tehalk, of Bowdoin College, summarized research intended 
to disentangle the effects of economic change, income trans- 
fers, and long-range changes in income inequality. 

laconic transfers and poverty: Trend* over time 

One way to gauge the effect of social programs is to estimate 
how many people they move out of poverty. Table 4, which 
Danziger presented in his testimony, arrays those figures 
over a, seventeen-year period, separating transfers into 
social insurance, public assistance, and in-kind transfers 
including adjustment for taxation and underreporting of 
iflcome. u * 

As seen in the table, cash social insurance benefits remove 
the greatest percentage of the pretransfer poor from pov- 
erty, and oastf public assistance the smallest in e^ch year. 
Socipl insurance had an increasing effect in reducing pov- 
erty from l%5 until 1976, then steadily diminished in 
importance after 1978. Public assistance followed a differ- 
ent trajectory: its effectiveness rose till 1976, cteclined till 
1978, rose to its highest point in 1980, and withiff two years 
after that had dropped to a point almost as low a< in 1965. 
In-kind transfers had a growing effect from 1965 to 1976, 
then dropped oflT 

The principal conclusion to be drawn is that transfer effec- 
tiveness rose in the period 1965 to 1 976 and declined steadily 



from that point on. Does that rise and decline account 'for 
the concomitant decline and rise in poverty, or was it eco- 
nomic grojvth and then economic recession that caused the 
change in poverty rates? 

Economic change, transfers, and poverty v 

To pursue the question of how transfer effectiveness cOttV 
pares with the power of market income in determining pov- 
erty rates, Gott.sch&lk and Dfuuiger in a joint pdper cd)n* 
pared three sets of figures: (I) economic activity, shown by 
year-to-year changes in real (adjusted for inflation) gross 
national product and by yearly unemployment rates; (2) 
transfer efforts, shown by changes in cash as well as in-kind 
transfers; and (3) the poverty rates over time," Table 5 diV * 
plays these figures over selected years since 1950, l> ' 

Using the^idence m Table 5, Gottschalk dnd Dartziger 
conclude that the data are consistent with the following sim- 
ple story: The period of sharp reductions in poverty in the 
1960s resulted from a combination of economic growth, 
declining unemployment, and large increase^ in transfers. 
The stable poverty rates of the 1970s resulted from offset- 
ting factors: growth slowed and unemployment rose, but so 
did both cash and in-kind transfers. After 1979, declining 
economic growth, rising unemployment, dnd Iow*r reiM 
transfer levels all contributed to greater poverty. 
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Time Strfet on Mftcrotcoftomk Conditions, Imcohm 
lYvmrers and Poverty, Selected Yean 1950-12 





"S^Rrai MNP net 






Real Cash 


Real In-Kind 




\ Incidence of 




Unemnlnvment 




TV ant fen ner 




Official 


Poverty Adjusted 




Household* 




Household* 


Household 1 


Incidence of 


for In-Kind 


Year 


(1972 dollars) 


Rate 




(1972 dollars) 


(1972 dollars) 


Poverty*' 


Transfers* 




(1) 


(2) 


— 


(3) 


(4) 


(5) 


(6) 


1950 


S 10,880 


5.3* 




$ 365 


$ 29 


ma. 


n.a. 


1965 


15,350 


4,5 ~ 




816 




17.3 


t 12.1* 


* 1968 


16.390 


3.6 




911 
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Source* For ONP, consumer price Index, and unemployment rate, 1982 Economic Report o/the President: for cash and in-kind transfer^ "Social Welfare 
Expenditures under Public Programs in the U.S.." Social Security Bulletin, December 1968, December 1972, January 1971, January 1 97% November 1981; 
for official poverty Incidence and number of households, Current Population Reports, Series P 60, "Consumer Income"; for adjusted poverty, Timothy 
Smeedlng, The Antlpoverty Kneels of In Kind Transfers," Policy Studies Journal /0(I987), 499-521 . 

Note: ( K ash transfer* include tociai insurance (non Income- tested: old age, disability, survivors', railroad retirement, unemployment iroufand^workers' 
compensation, government employee pensions, veterans' pensions and compensation) and cash public assistance (income- tested: AFDC, SSI, and^teneral 
assistance). In kind transfers include cash equivalent values of Medicare, ^Medicaid, food stamps, public housing; figure also adjusted for direct tuts, ana* 
underreporting of cash transfers. 

•Transfers are divided by all households, not by recipient households. 1 
b AII persons Tor families, the poverty incidence was 12.2* in 1982. 1 1.2* in 1981. 

TTils series also adjusts census Income,* for simulated values of taxes and income underreporting. > 
n.a. m not available. M ^ 
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To further explore the i clativc effects of these factors, Gott- 
schalk in his testimony described analyses separating out 
three elements: changes in mean market income, which 
reflect the state of the economy, changes in mean cash trans- 
fer income, and a residual category that captures changes in 
the shape of the income distribution?" This third category is 
important because fluctuations in poverty rates result from 
changes in the distribution of income. For example, if the 
real incomes of all households rise proportionately during 
good times, a smaller proportion of households will fall 
below the fixed poverty line. If, rfowevcr, economic expan- 
sion does not raise the incomes of all households equally, 
the shape of the income distribution changes. And, if the 
incomes of those households at the bottom of the distribu- 
tion grow slower than the average, poverty may rise despite 
an increase in average incomes. Table 6 decomposes the 
change in poverty rates over two time periods, the earlier 
one murked by declining, the more recent by rising, poverty* 
rates. 

Between l%7 and 1969, poverty went down by 2.6 percent- 
age points. Both cash transfers and market income were 
important - transfers somewhat more so ■■- in achieving that 
result. Yet over the same years growing inequality was large 
enough to take away half of the ctlcct of rising mean 
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incomes, Between 1979 and 1982, poverty rose by 3,3 per- 
centage points. This was partly a result of depressed mean 
market income, which increased poverty by 0.8 percent, Far 
more important was the change in the shape of the income 
distribution: because incomes declined more sharply among 
those in the lower income ranges, poverty rose 2,9 percent, 
In mother words, if all households had experienced equal 
decreases in market income and equal increases in transfers, 
poverty from 1979 to 1982 would have risen only about 0>4 
percentage points, not 3,3 points. 

Because of tfjc different experience among demographic 
groups that has been documented above, Gottschalk and 
Dan/igcr separated out the relative effects for households 
headed by young men, older men of working age, and the 
elderly. Table 6 illustrates again the dramatic decline in pov- 
erty among the aged* and shows that growth in mean trans- 
fers was almost solely responsible for that decline, Among 
the other groups, growth in market income was morp 
important than transfers in reducing poverty until 1979, but 
even in that earlier period the gains from both sources were 
diminished by greater income inequality. In the more recent * 
period, market incomes again played a greater role, but in 
the opposite direction: despite the poverty-reducing effects 
of transfers, the recession drove poverty rates up, as did a 
continued increase in income inequality. 



These figures demonstrate the power of earned or market 
income in raising or lowering poverty cates among those of 
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ftourctt Computations from data derived in Gottschalk and Daniziger, 
"Macroecoqomic Conditions, Income Transfers* and the Trend in Pov- 
erty,* in Lee fiawden, ed., An Assessment of beagans Social Welfare 
Policy (Washington, P.C.: Urban Institute Presi, 1984). 
Note: The sum of the changes in columns 2, 3, and 4 is equal to the change 
- shown in column L , 
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working age who are not insulated, as are the elderly, from 
economic ups and downs, David Stockman underlined ttys 
point when he described "the critical importance of swings 
in the business cycle to non-elderly poverty" and concluded 
that •Variations in poverty over the business cycle are ample 
evidence that the poor and negr-poor benefit considerably 
from economic growth," 14 The evidence presented by Gott- 
schalk and Danziger confirms this ooticlusion bi^ points to 
* the importance of recent increases In inequality in offsetting 
the gains to economic growth, a 



To estimate the magnitude of the poverty reduction which 
will accompany the economic recovery, Gottschalk and 
Danziger used projections based on ( 1 ) the economic recov- 
ery predicted in July 1983 bythe Office of Management and 
Budget, and (2) proposed expenditures on the major 
transfer programs in the federal budget for fiscal year 1984. 
They estimated that even if the economy improved as fore- 
cast, the poverty rate would drop only from 15 percent in 
1982 to 14,6 percent in 1983, and would remain at that level 
through 1984, This small drop in poverty is largely a result 
of the predicted slow decline in unemployment rates; (It is 
worth noting that unemployment rates in recent months 
have been falling somewhat faster than the July 1983 official 
predictions, ) M It would tike," concluded Gottschalk, "either 
a stronger than officials predicted recovery or an unex- 
pected increase in income transfers to bring poverty as 
officially measured back to the 11-12 percent range of the 
latf 1970s."" • ■■• 



Directions tyr the future 



There is thus general agreement that declines in unemploy- 
ment combined with economic growth will reduce poverty 
for those attached to the work force -in the short run. 
There is less agreement about the ability of growth to coun- 
ter the secular increase in inequality. 

Most students of ppverty do agree that a robust economy 
will have the least effect on those, such as single parents with 
> x small children, whose commitment to the work force is 
tenuous, those who are disabled, and those who are disad- 
vantaged by lack of training, race, or ethnic background, 
For these people, welfare or public employment and train- 
ing programs of some sort Or another seem to offer the only 
possibility of escape from poverty. 



CBO options 

In response to the request by the subcommittees that the 
Congressional Budget Office identify and analyze options 
for increased wclfjtfe expenditures that would reduce trtt 
poverty rate and/or the poverty gap, Rudolph Penner, 
CBO Director, began by pointing out that any increase in 
outlays related to welfare programs must, of course, be 
financed by cutting nonwelfare programs, or by raising 
taxes, or by increasing an already large deficit. He also 
noted thdi changes in welfare programs have a number of 
different goals, sonic of them in conflict with one another. 
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between one-parent and Iwo-parent families and eliminate 
the incentive for men to leave home. It would cost between 
$.5 and $.7 billion, three-fifths of which would be paid by 
the federal government. 

3. Expand Food Stamp benefits. This program now pro- 
vides benefits to all the poor, including the working poor 
and childless individuals who are not eligible to participate 
in other programs. Because it is a federal program already 
in place, raising the size of the behefits would be administra- 
tively simple* An increased federal expenditure of $,9-1 
billion would raise total benefits by 8 percent. If Food 
Stamps were transformed into a cash program, counterfeit- 
ing and black market activities would be eliminated, but 
there would fyl no guarantee that recipients would use the 
money for food. 

4. Expand Medicaid eligibility to all poor families with c/i/7- 
dren. If eligibility for Medicaid were expanded to include all 
poor families with children, it would cost the federal gov- 
ernment about $6 billion and the states about $5 billion in 
1985, assuming the present cost-sharing arrangements stay 
the same. Such an expansion would provide access to medi- 
cal care for all pObr children and reduce work disincentives 
for AFDC families by allowing them to retain Medicaid 
benefits wherpo longer eligible for AFDC benefits, 

5. Expand the dependent care tax credit for tow-income 
families. This program provides a nonrefundable tax credit 
of 30 percent (up to $720) of dependent care expenses for 



The goals he listed were targeting benefits toward those 
most in need; treating persons with similar incomes alike; 
encouraging families to remain together; maintaining 
incentives so that program recipients who can work do so; 
simplifying the system and reducing administrative costs; 
and keeping costs as low as possible. 

After making these qualifying remarks, Penner set forth the 
following options for changes in welfare programs, the 
particular advantages and drawbacks of which have been 
the subject of much debate. 36 

/. Establish a national minimum AFDC benefit level. 
AFDC now varies from state to state. The maximum guar- 
antee in Mississippi for a family of three is $96 a month. The 
same family in Vermont would get $530. A national mini- 
mum would target much of the increase in benefits on 
single-parent families in states where payments are quite 
low, resulting in more equal treatment across states for these 
families. If costs were shared by states and the federal gov- 
ernment, however, poor states might ha\c difficulty in 
funding the program. To bring AFDC plus food stamp 
benefits up to three fourths of the poverty line, federal 
expenditures would have to rise by $1.2-1.6 billion in 1984 
and state costs by $1.0-1.5 billion. 

2. Require state participation in the Unemployed Parent 
program under AFDC. This program would make AFDC 
available to intact families in the .11 states that do not now 
♦have an AFDC-UP program. It would provide equity 




families earning less than $10,000. Increasing the credit and 
making it refundable would encourage work by reducing 
some of the tax burden on poor working families who have 
dependent care expenses. Even an increased credit would 
provide limited aid to the very poor, whp would be unable 
to pay for care for their dependents irt the first place. A 
refutable credit to cover up to 60 percent of expenses is 
estimated to cost between $1.5 and $2 billion in reduced 
revenues in 1984. 

6. Change the earned income tax credit. As mentioned ear- 
lier, the EITC has not kept up with inflation. Fj^er the 
amount of the credit could be raised or the credit could be 
expanded to cover childless couples and unrelated individu- 
als. The expansion would cause a revenue loss of about $600* 
million. Penner suggests that a tax rate lower than 12.5 per- 
cent could be used during the phase-out stage in order to 
lessen work disincentives. 

- .... , . . t 
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7. Expand child support enforcement Because the poverty 
of single-parent families is directly related to lack of child 
support from the noncustodial parents* mandatory with 
holding of child support payments from wages would 
reduce poverty. Withholding would save the federal govern- 
ment between $25 million and $50 million a year in AFDC 
benefits but would not increase the well being of women on 
AFDC because the payments would be used to offset AFDC 
benefits, Increased incentive payments to slates would 
encourage them to collect child support payments and to 
establish clearinghouses through which child support pay- 
ments would pass. 

8 t Moderate thea&serteu required under SSI, Although the 
income limits lor SSI and AFDC arc indexed 10 the growth 
of the CPt, the SSI asset test of $ 1 500 for an individual and 
$2250 for a couple has not changed. Raising the asset limit 
would raise participation rates for SSI among the elderly 
and disabled. Raising the asset limit of SSI by 50 percent 
would probably cost less than $500 million, but the requiring 
impact on the degree of SSI participation cannot be pre- 
dicted. , 

It should be pointed out that these proposals by no means 
exhaust the possibilities for change. Many different pre- 
scriptions have been recommended by students of poverty 
policy. Some advocate incremental changes in programs 
now in place. Others propose more sweeping reforms 17 such 
as a Credit Income Tax. 



social security and Medicare, though these programs 
account for four-fifths or federal social spending. 19 He fur- 
thcr pointed to the trend, implicit in the budget cuts, which 
reduces aid 'o the working poor while maintaining it for the 
dependent poor: the elimination of the $30-and-a-third pro- 
vision for employed AFDC beneficiaries after four months, 
the cutback in food stamps, and the loss of health insurance 
by the uncmpldyed. He argued that "The administration 
contends that it would be a waste of society's scarce public 
dollars to give permanent' help to the working low-income 
households. Yet, it has made little effort to withdraw the 
wide arr*V of special tax breaks and other equally perma- 
nent subsidies flowing to middle and upper-income house- 
holds." 40 As an example, Meyer pointed io the open-ended 
tax deduction for employer-provided health insurance. 

Poverty has proved more difficult to eliminate than was 
envisioned when the War on Poverty was declared, twenty 
years ago. There is more of it in bad economic times than in 
good, more when less is done to alleviate it, more for some 
types of people than for others. No cheap anc( easy solutions 
have been proposed. Yet the concern of members of Con- 
gress and the growing body of research and experimental 
results arc encouraging - there is a range of allcrnat ive poli- ^ 
cics which, though expensive, offer the promise for further 
reducing poverty, ■ 



'David Stockman, statement before the U.S. House of Representatives 
Ways and Means Committee, Subcommittees on Oversight and on Public 
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Conclusion 



Robert Rubin summed up ihc Reagan administration's 
goals as follows: 

Our policy for reducing poverty is two-fold. First, we 
believe that a sound and growing economy is thdjpssen- 
tial clement to reducing poverty and improving t ft eco- 
nomic well-being of all Americans. A strong economy 
will produce jobs that provide income to those capable*' 
of working. Employment not only provides immediate 
income but ensures the long-run potential for improving 
a family's standard of living. Second, for those who arc 
unable to provide for themselves, the federal and state 
governments must maintain public assistance programs 
that assure that every American can maintain a decent 
standard of living. 38 

Doubts were expressed over whether the administration's 
programs could carry out these goals and bring poverty 
rates back down to the levels ol the late 1970s. And'ques- 
tions were raised about the fairness of the administration's 
budget cuts. 

Jack Meyer of\hc American Enterprise Institute pointed 
out that whii&he 1982 and 1983 budgets made significant 
% cuts in program?* for the poor, such as ' FoocJ Stamps, 
AFDC, and Medicaid, there were much stpaller cuts in 
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The Bureau of the Census ( 1982a) has released a report showing tStat if 
in-kind income from government programs -food stamps, subsidized 
school lunches, public housing, Medicare and Medicaid is valued and 
added to money incomes, then poverty in 1979 was substantially less 
than the 11.1% of persons the censufc had previously reported. 1 The 
' resulting estimates of the percentage of persons who are poor range 
from 6.4% to 9.8%, depending on which of the transfer benefits are 
included and how they are valued. 2 

- Many analysts concerned about the well-being of the poor have 
criticized the report, vfewing it as an attempt to demonstrate that 
poverty is no longer-a serious problem. Such skepticism is unwarranted 
for several reason;-. First, it has long been recognized'that programs like 
food stamps and subsidized housing increase the purchasing power of 
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the poor even if they do not alter their cash inepmes, hence the Census 
Bureau's official poverty statistics. Similar estimates for earlier years 
have been widely cited in the academic literature (Smecding, 1975; 
Hoagland, 1982), 3 Thus the Census Bureau has merely responded to 
academic and congressional criticism of the official statistics. 

Second, rationales for reducing social welfare expenditures arc 
seriously challenged by the findings. The report's lowest estimate of 
poverty is derived by valuing all of the in-kind transfers listed above tt at 
their market cost and adding them to reported cash incomes, TWit 13.6 
million people 6.4% of the population— remain poor refutes the claim 
that poverty is no longer a serious problem. 4 Moreover, the lowest 
estimates reported for 1979 for blacks, persons of Spanish origin, and 
female heads of households are above the poverty levels for whites in the 
late 1960s. 

Third, because the report shows that food srtftmpSTpublic housing, 
Medicare/and Medicaid do reduce poverty, the frequefticriticism that 
poverty programs benefit social workers, academics, and providers (and 
not the poor) can be rejected. Just as adding the values of these transfers 
reduces measured poverty, reducing benefits and terminating eligibility 
will increase poverty. 

Finally, the census report does not invalidate a basic finding that no 
matter how measured, poverty declined Halt* between 1973 and 1978 
and has sharply increased sihee that time. As we show talow, if cash and 
in-kind transfers had not increased rapidly since 1965, poverty would 
not have declined. And, if transfers "continue to be cut bade without 
being replaced by other^antipoverty policies, poverty will continue to 
rise through the mid-1980s. 

The remainder of this article is organized as follows. First, several 
issues related to the measurement of poverty are revi#ed. Then some 
• evidence on the present level and recent trend in poverty is presented. 
This is followed by adiscussion of howcurrent antipoverty policy differs 
from that of the past fifteen years. Finally, some projections of poverty 
into the mid-1980s are offered. 
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comments on an earlier version, and Susan Marble for research assistance. 
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THE MEASUREMENT OF POVERTY 

The federal government's official measure of povfrty provides a set of 
income cutoffs adjusted for household size, the age of the head of the 
household, and the number of children under age 18. (Until 1981, sex of 
the head and farm-nonfarm residence were other distinctions.) The 
cutoffs provide an absolute measure of poverty that specifies in dollar 
terms minimally decent levels of consumption. The Qfficial income 
concept- current money income received during the calendar year— is 
defined as the sum of money wages ancf salaries, net income from 
self-employment, Social Security income and cash transfers from other 
government programs, property income (e,g,, interest, dividends, net 
rental income), and other forms of cash income (e.g., private pensions, 
alimony). Current money income <does not include capital gains, 
imputed rents, government or private benefits in-kind (e.g., food 
stamps, Medicare benefits, employer-provided health insurance) nor 
does it subtract taxes, although all of these affect a household's level of 
consumption. 

The official poverty cutoffs are updateg yearly by an amount 
corresponding to the change in the Consumer Price Index so that they 
represent the same purchasing power each year. According to this 
absolute standard, poverty wilt be eliminated when the incomes of all 
households exceed the poverty lines, regardless of what is happening to 
average household income. 

^There have been numerous discussions over the past fifteen years as 
to whether the official poverty thresholds and income concept are 
relevant to policy choices (U.S. Department of Health, Education and ' 
Welfare, 1976). Despite these controversies, the adoption of an official 
measure of poverty and its use as a social indicator became a symbol of 
this country's commitment to raising t^ci^andard of IfVing of the 
poorest citizens. According to James ToUHHf : 83): 

Adoption of a specific quantitative measure, howcvcTft/bttrary and debatable, will 
have durable and far-reaching political consequences. Administrations will be 
judged by their success or failure in reducing the officially measured prevalence of 
poverty. So long as any family is found below the official poverty line, no politician 
will be able to claim victory in the war on poverty or ignore the repeated solemn 
acknowledgements of society's obligation to its poorer members. 

Income poverty is a complex concept, and different types of poverty 
thresholds and income Concepts are appropriate for different purposes. 
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An absolute perspective, such as the official measure, focuses on those 
with incomes that fall short of a minimum (fixed) level of economic 
resources. On the other hand, relative indicators emphasize not only the 
household's own level of resources, but how its position compares to 
that of others. A relative definition draws attention to the degree of 
inequality at the lower end of the income distribution. Those whose 
incomes fall well below the prevailing average in their society are 
regarded as poor, no matter what their absolute incomes may be. A 
relative poverty threshold, therefore, changes at about the same rate as 
average income. One common proposal defines the poor as those with 
less than half of the median income. 

The census report addresses only the issue of augmenting the official 
income concept, not the issue of changing the current poverty thresholds. 
However, just as the valuation of in-kind transfers reduces measured 
poverty, the shift to a relative poverty threslidfi^lluring a period of rising 
real incomes or an updating of the officiaithresholds would increase 
measured poverty. 5 

A matrix of poverty measures showing two income concepts and two 
types of poverty thresholds is presented in Figure 1 : The official income 
concept lies somewhere between pretransfer income and posttranfer 
posttax income in the first row. Census money income docs not 
distinguish between income derived from market and private transfer 
sources (e.g., wages, dividends, alimony) and income derived, from 
government sources (e.g., Social Security, public assistance income). As 
such, it fails to separate the private economy's antipovcrty performance 
from the performance of government cash transfer programs. House- 
holds tl\at do no^rcccivc enough money income from private sources to 
raise them ovchthc poverty lines constitute the pretransfer poor (a more 
exact title would be pregovcrnmcnt transfer poor). Pretransfer poverty, 
has rcccjvcd virtually no attention in government reports. Yet it reveals 
the magnitude of the problem faced by the public sector after the jmarkct 
economy and priva^transfcr system (e.g., private pensions, intcrfamily 
transfers) have distnnuted their rewards. This information is essential 
for analyzing the "trickle-down" effects of economic growth. 

The valuation of in-kind transfers does move the census closer to the 
concept of posttransfer-posttax income. This preferred measure would 
have been the result if, in addition to adding in-kind government 
transfers received by the poor, the report had also added in-kind private 
transfers (e.g., fringe benefits) and subtracted dircdt taxes paid. 

<■> 
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Type of Poverty 
Threshold 


Incoae 


Concept) 


Pretranafer Incoae 


Post transfer-Poet tax 

Income 


Absolute 


I 


II 


Relative 


III 


IV 



Figure 1 : A Matrix of Poverty Mesiures 



Nonethclcty recent studies suggest that the new report's results would 
not be significantly affected by these adjustments (Smeeding, 1981 
Hoagland, 1982). 

By providing a set of in-kind adjustments/the census allows the 
reader to choose his/her preferred method of valuation and what 
transfers to include. We prefer that all in-kind transfers other than 
medical expenditures be added at their recipient (cash equivalent) values 
anfl that the poverty budget share approach be used for medical expen- 
ditures, because the data required for estimating their recipient values 
arc not available. Nonetheless, in what follows, we adopt the market 
cost approach for all in-kind transfers because, by using these lowest 
estimates of poverty we reinforce our conclusions about the failure of 
poverty to have declined since the early 1970s, 



THE LEVEL AND TREND 
OF POVERTY 

the new report shows that, for 1979, 1 1 . 1% of persons were officially 
poor and 6.4% were poor if in-kind transfers were valued at their market 
cost. Our estimate for prctransfcr poverty for 1979 is about 21% of all 
persons. Transfers, therefore, had a large impact in reducing poverty. 
The exict magnitude cannot be determined without an estimate of how 
much transfer recipients reduced their work effort in response to 
transfers. 6 The data on prctransfcr poverty reported here assume that 
there was no labor supply response. Thus, as an upper bound estimate. 
&sh transfers removed 9.9% of persons from poverty (2l,0*iJ I.I) and 
in-kind transfers removed another 4.7%(ll.l- 6.4). 
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Despite the antipovcrty effectiveness of income transfers, the war on 
poverty has not been won. Robert Lampman (1971: 53) has written the 
following on the subject: 

thctliminnlion of income poverty is usefully thought of as a one-lime operation in 
pursuit of a goal unique to this generation. Thai goal should be achieved before 
I98G\ at which lime ihc next generation will have set new economic and social 
goals, perhaps including, a new distributional goal for themselves*. 

The census report shows that we have yet to reach this original antipov- 
crty goal. 

The data for all persons mask large differences in poverty across 
persons living in various types of households. Table I shows the 
substantial differences in both the official mcasyrc of poverty and the 
measure Hiat values in-kind transfers at market costs for persons living 
in households where the head is white, black, of Spanish origin, or 
elderly. The data in column 2, the lowest poverty rates in the census 
report, reveal that poverty rates for blacks, persons of Spanish origin, 
and female household heads remain above the levels that existed for 
whites in the late 1960s (11.3% in 1966). The third column shows the 
upper bound estimate (assuming no labor supply response) of the 
antipovcrty effectiveness of in-kind transfers. Thclowcr is the ratio of 
the measure that values in-kind transfers to the official measure; the 
fiighcr is the antipovcrty effectiveness. 7 In-kind transfers reduce poverty 
from 39% to 69% for the various groups, with the smallest effect for 
whites and the largest for the elderly. The high levels of.povcrty that 
persist for female-headed and minority households after the receipt of 
cash and in-kind tranfers reinforce the continuing need for an antipovcrty 
policy. ^ * 

While Table I shows the antipovcrty effectiveness of in-kind 
transfers, the report and the published official data do not reveal the 
antipovcrty effectiveness of caj^ transfers. Table 2 shows for 1978 the 
incidence of poverty before and after government cash transfers and the 
antipovcrty effectiveness of these transfers for households in which the 
*hcad is white, black, of Spanish origin, a woman, and elderly. Cash 
transfers substantially reduce poverty for all of the groups. As is the case 
for in-kind transfers, the largest effect is for the elderly. Much of the 
difference in antipovcrty effectiveness is due to the fact that Social 
Security and other social insurance transfers arc based on past earnings, 
so that whites and males receive the largest transfers. 
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TABLE 1 

Comparison of Incidence of Poverty, Official Measure and Money Income, Plus the Markot Value of Food, 

Housing, and Medical Benefits, 1979 



Ptrtom Living in 
Households Haadod by: 



All Persons 
White 

Black s->* 

Spanish Origin 

Fomnle Housftholrior, 
No Husband Proton t 

Elderly (65 ond ovor) 



(1) 
Official 
Maasura 
Money Income 



11.1% 

8.6 
30.4 
21.4 

34.8 
14.7 



(2) 

Money Income Plus 
In-Kind Transfers 
at Market Value 



6.4% 
15,1 

12*0 < 

17,6 
4,6 



13} 

Ratio: 
CoKimn 2 / Column 1 



,58 
,61 
.50 
.56 

.51 
.31 



SOURCE) U.S. Burwu of th» Caniut (1902a). 
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TABLE 2 

Comparison of Instance of Poverty, PrWanifer Income and Official Measure, 1978 



Persons Living in 
Households Hoadedby: 



(1). 
pretransfer 
Income 

20.7% 
16.7 
38.1 
28.5 



(2) 

Official Measure 
(Money Income! 



»All Persons 
White 
Black 

Spanish Oriflin 

' female Householder, 

No Husband Prosimt 49.0 

Fldurly & 6 2 

; — — » — 

Mm , « Pr<Mnintfor , Mtom « u defined as renins money Income less cash transfers from Soclaftiecurlty. railroad retirement, publlr assistance 
"Id in ^rammes" Lpp.amente. Security Income, and Genera. Assistance), unemployment ,ompens V .on. worKars' 

compensation, government employee pensions, and veterans* pension* and compensation. 
SOURCE- ; Compilations by authors from March 19/9 Current Population Survey computer tape*. 



11.4% 
7.9 * 
28.4 
22.1 

32.3 
14.0 



(3) 
Ratio: 
Column 2 / Column 1 

.56 

.47 

.75 

.78 



.66 
•f 25 
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, Although the large and increasing expenditures on income mainten- 
ance programs have been a topic of great concern, less attention has 
been focused on the gaps in coverage in the present system the holes in 
the safety net. In recent years almost 40% of nonaged, poor households 
received no income transfers, and many of those who did receive 
transfers did not receive enough to lift their households above the 
poverty line. Much of the variation in coverage among the poor is due to 
the different eligibility requirements and benefit levels in programs 
administered by the states. 

Taken together the data in Tables I and 2 refute assertions that 
current income transfer programs <}o not aid the poor. However, they do 
% not show thjp trend in poverty or the change in the antipoverty 
effectiveness of transfers over the recent past. Three trends are apparent 
in the data that follow. First, poverty has Reclined, but rhc patterns 
differ by demographic group. Second, the progress achieved was 
primarily a result of increased transfers. Third, the antipoverty effec- 
tiveness of cash transfers increased between J965 and 1974, but has 
remained fairltaonstant since then. 

Table 3 shows the official poverty rates for 1966, 1973, and 1981 for 
all persons antfthe five demographic groups discussed above. The data 
show substantial improvement between 1966 and 1973, with the largest 
percentage decline for the elderly and the smallest for households 
headed by females. After 1973, however, the overall incidence of poverty 
increased, so that poverty in 1981 was only slightly lower than it was in 
1966. Poverty continued to decline only for the elderly, but the extent of 
the decline was smaller than in the earlier period. 

Table 4 suggests that increased transfers were an important component 
of the drop in poverty, a result which has been widely discussed in the 
* literature (see Gottschaik, 1978; Institute for Research on Poverty, 
1981*1^82). Cplumn I of Table 4 shows the dramatic rise in cash 
transfers from about 5% of GNP in 1965 to a peak of over 9% in 1976. 
This ratio declined after 1976, but increased due to the recession in 1980. 
Column 4 shows that the antipoverty effectiveness of cash transfers grew 
as well over this same period. The lower the ratio, the larger is the gap 
between official and prctransfcr poverty, hence the greater the anti- 
poverty effectiveness. Poverty stopped declining roughly when the 
proportion of tJNPgoing to transfers leveled off. Pretransfer (column 3) 
poverty, which is not directly affected by increased transfers, decreased 
much more slowly than the official measure in the late f960s and since 
then has increased to about the level that existed in 1965. ,v 

These descriptive statistics cannot sort out the separate impacts of 
changes in trftosfcrs, unemployment rates, and economic growth. 
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TABLE 3 

Incidence of Poverty, by Race, Speniih Origin, Sex, and Age of the Household Heed, 
Official Meaiure, Selected Yeen, 1966-1981 



' AllPmo'nt 



1966 
1973 '/ 
1981 

Percentagj Change 
1966- 1973 

1973 1981 

19661981 



14.7% 
11.1 « 
14.0 

-24.6 sf 
261 
-4.8 



Whlta 



11.3% 
8.4 

n.1 h 



-25.7 
32.1 
-1.8 



SOURCEi U.S. Buraau of tht Canui (1982b). 
n.a. * not available 



* 



Ptrtom Living In Howholdt Headad by: 
Black Spaniih Origin Famalt Houitholdtr 



41.8% 
31.4 
34.2 - 

- 24.9 

i 

. 8 9 

- 18.2 



n.a. 
21 9 
26,5 

n.a. 
21.0 
n.a. 
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41.0% 

34.9 

36.2 

- 14,9 

0.9 

- 14.1 



Eldtrly 



28.5% 

16.3 

15.3 

-42.8 
-6.1 
-46.3 
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TABLE 4 

Trindt In Caih Traniferi ai a Percentage of GNP and Official and 
Pretransfer Measures of Poverty, Salacted Years, 1965-1981 



Percentage of Pcnoni Poor 





m 

Caih Trcnftf an 
IQNP) 


(2) 

Official Measure 

- * 

(Monty Incomt) 


r (31 
Pratransfar 
Incoma 




(41 
Ratio; 
Column 2 / Column 3 


1965 


.063 / 


17.3% 


21\3% 




.81. ' 


1968 


.056 


12.8 


18.2 




,70 < 


1970 


.063 


12.6 


18.8 




> .87 


* 1972 


.073 


11.9 


19.2 






• 1974 


.076 


11.8 


20.3 


i 


' 57 


1976 


.091 


11.8 


21.0 




.56 


1978 


.086 4 


11.4 


20.2 




.56 


1980 


.083 


13.0 


21.9 * 




. .59 


1981 


.088 


14.0 


n.fl. 




n*a. 



SOURCES: Column (1)) QNP li from Tht toonomlo Report of the President. Cash transfer* are from the Social Security Bulletin. 

Column (2)i u,$, Quraau of tha Cantui (l»a2b), Tabla 15. 

Column (3)t Oamlger and Plotnlck (1982i 40). * • 

n.a. « not available 

> 

/ 132 



' 128 

I 

750 AMERICAN BEHAVIORAL SCIENTIST 

s 

Nonetheless, the data are consistent with the view that transfers were ah 
essential element in the trend toward lower poverty. 



ANTIPOVERTY POLICIES: 
INCOME TRANSFER PROGRAMS 
AND ECONOMIC GROWTH 

Social policies during the last 15 years reflected the view that public 
expenditures should be increased to stimulate opportunities for-tfie 
poor. Many programs that provided billions of dollars of assistance to 
millions of recipients were enacted into law. These are the very programs 
that have been targeted for the largesf budget reductions— for example, 
food stamps, the school lunch program, subsidized housing, Aid to 
Families with Dependent Children, and Medicaid. The current admin- 
istration\s approach is to rely less on transfers and more on economic 
growth. As a result, public expenditures on behalf of the poor have been 
decreased, afnd tax cuts to increase incentives to work and save have 
been enacted. Robert Lampman (1974) has argued that the very 
declaration of the war on poverty had an almost immediate and lasting 
effect; it required all existing programs and proposals for policy changes 
to address the question, What does it do for the poor? The Reagan 
economic program instead*asks, What does it do for the nonpoor? This 
new approach assumes that those who remain poor will be better off if 
they wait for economic growth to trickle down from those above them 
on the socioeconomic ladder than if they rely on government income 
transfer programs. 

While it is axiomatic that there are more poor in bad times than in 
good times, there is ample reason to doubt the efficacy of trickle-down 
policies. Until recently it was assumed that economic growth would 
reduce poverty. However, the evidence from the recent past suggests 
that economic growth will not taise the earnings of the poor enough to 
enable many of them to escape poverty without government assistance. 

The major factor contributing to the reduction in poverty since 1966 
seems to have been the growth in government transfers, which offset 
increases iq poverty resulting from demographic changes and high 
unemployment rates. Economic growth per se seems to have had little 
effect. For example, Gottschalk (1978) analyzed a sample of middle- 
aged married men, who arc expected to be aided most by economic 
growth. He found that the proportion with low earnings rose from 
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TABLE 5 

The Composition of Households with Pretransfer 
Incomes below the. Poverty Line, 1978 



Household Head 



.Number 
(Millioni) 



Percentage 
of the Poor 



Agtjd head (65 years and over) 

Female head, with a child 
under 6 years « 

^ Students 

Disabled head 

Persons working full time full year 

Single persons working less 
than full time full year 

Male head working less than full time 
full year 

s 

Femalovhoad, no children under 6, 
working less than full time full 
year 

All pretransfer poor households 



10.12 

1.50 
1.05 
2.50 
1.57 

1,91 

1.31 

1.07 
21.03 



48.1% 

7.1 
5.0 
11.9 ' 
7.5 

9.1 

6.2 

5.1 
100.0 



NOTE: Classification Is mutually exclusive and Is hierarchical. Any household that 
(Its In more than one category has been classified only In the one closest to the top of 
the table. 

SOURCE: Calculated by' authors from the March 1979 Current population Survey 
computer tapes. 

12.6% in 1966 to 15.3% in 1973, even though economic growth over this 
period was substantial. 

That the direct effects of economic growth on poverty are small 
should not be surprising, because only about one-third of those who are 
poor before the receipt of transfers can be expected to work. The 
remaining two-thirds —the aged, female-headed households with children 
under six, and the disabled— are likely to remain dependent upon 
transfers (see Table 5). This means that economic growth and expansion 
of the labor market cannot serve as a panacea for poverty. Any actions 
taken to dismantle transfer programs without replacing them wUh ones 
that are more effective in combating poverty could wipe out the gains 
that have been made in reducing poverty. «* 
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PROJECTIONS OF POVERTY 



In order to assess the probable impacts of shifting from reliance on 
income transfers to reliance on economic growth, we have attempted to 
project whether the economic growth that is expected in the next several 
years is sufficient to reduce poverty at the same time that income 
' transfers are. being reduced. Table 6 presents the official census data on 
poverty for 1979 through 1981 and our projections for 1982 and 1983. 
These projections were derived by estimating separate regressions for 
each of the groups listed in the column headings of the table. 8 The 
pattern of the coefficients on unemployment and transfers was the 
same for all seven equations: Poverty declines when unemployment falls 
and when real cash transfers per households rise. The coefficients for 
GNP per household were significant only for white and Spanish-origin 
men. 

The incidence of poverty for all persons and for persons in each of the 
groups shown is projected on the basis of the estimated coefficients and 
estimates of prices, GNP, unemployment rates, and cash transfers as 
reported by the Congressional Budget Office. These projections show an 
increase in poverty for each gfoup. 

Poverty in 1983 for each group other than persons living with white 
males will be higher than it was for all persons in 1964^ 19.0%), when the 
War on Poverty was declared. These results reflect offsetting factors; 
unemployment is projected to fall and je^l:t3NP to rise after 1982, while 
transfers arc projected to fall Thus, to some extent the poverty-reducing 
effects of growth are offset by the poverty-increasing effects of the 
budget cuts, so that poverty in 1983 will be higher than it was in 1980, 
when the Reagan administration began. 

We have al&o projected a series that includes in-kind transfers even 
though data inadequacies make these estimates less certain and prevent , 
, us f/:om providing projections for the detailed groups. Poverty is pro- 
jected to rip from 6.4% of all persons in 1979 to 8.1% in 1983. 

This exercise gives us little reason to think that the earnings gains 
from economic growth that accrue to those at a disadvantage in the 
labor market are^tikely to be large enough to significantly reduce 
poverty. This does\flt mean that economic growth, which raises 
average living standards, is undesirable, but rather that growth alone is 
not a sufficient antipoverty strategy. 

The recent growth of income transfer programs has had a significant 
effect on^he trend ift poverty. This, and other ^distributive effects — 
protection against income losses due to unemployment, retirement, 




TABLE 6 



Incidence of Poverty, Actual and Projected Official Mea$ure, 1979-1983 










Persons Living in Households Headed by: 


















Spanish 


Spanish 






White 


White 


Bleck 


Bleck 


Origin 


Origin 


Year 


All Parsons 


Males 


Females 


Melts 


Femelae 


Males 


Females 


1979 Actual 


11,7%. 


5,9% 


24,9% 


16,2% 


52,2% 


15,5% 


48,9% 


1980 Actual 


13,2 


7,0 


27,6 


17,8 


52,9 


18,9 


63,6 


1981 Actual 


* 

14,0 


7,6 


28,4 


19,4 


56,8 


18/6 


64,0 


1982 Projected 


14,9 


9.4 


28.0 


" 19.7 


64,3 


21,1 


64,1 * 


1983 Projected 


14,8 


8,4 


29.3' 


20,1 


64,6 


21,4 


56,7 

— / 



Include the Impact of the 1981 revision In the poverty Mnei, 

SOURCE! Actual data from U,S. Bureau of the Census (1982b), Projections^* fj^jri Dan/lger and Qottschalk (1982), 
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inability, and death; guarantees of access ♦minimum levels of food, 
shelter, and medical care -must be balanced against the coats. The 
growth in transfer^ has becij accompanied by some declines in work 
effort and savings that may have contributed to sluggish ecqoomic 
performance, Jnit the magnitude of these declines is estimated to be 
small. Severe cutbacks of the programs will lead to small gains m 
efficiency but large increases in poverty. 9 However, continued expansion 
of current transfer programs is likely to produce increasingly small 
reductions in poverty because it will not aid those among the poor who 
d6 not receive any transfers, and it will do little to reduce pretransfer 
poverty. 10 * 

The census report provides important evidence on the antipoverty 
effectiveness of in-kind transfers. We have shown that increased cash 
and in-kind transfers Were key elements in the reductions in poverty that 
have occurred in the past 1 5 years, but that there has been fittlcsuccess in 
reducing pretransfer poverty. We still do not have a good understanding 
as to why pretransfer poverty has been so difficult to reduce. However, 
there is ample reason to believe that transfer programs cannot be cut „ 
back without paying the price of higher levels of poverty, however 
measured. i 



NOTES 



1, This study was mandated by (he U.S. Senate in September 1980. 

2. Tht report provides data on three income concepts an<l three methods for valuing 
in-kind transfer!. This yields nine estimates, each of which adds additional amounts of 
in-kind transfers to the Census Bureau's previously published data on money incomes. 
The report provides detailed description of the methodology used. The income concepts 
nrc money income plus in-kind transfers for food and housing; money income plus food, 
housing, and medical tare, but excluding institutional expenditures; and money income 

% plus food, housing, and all medicaj care. \ht measured incidence of poverty falls as the 
additional benefits are added. 

T be three methods for valuing the in-kind transfers are the market value approach, the 
recipient value approach, and the poverty budget share approach. The market value is 
equal to the purchase price in the market; the recipient value reflects the view that the 
recipient would prefer a smaller amount of cash that would not restrict his/her 
consumption of the subsidized good; the poverty budge* share value limits the in-kind 
transfer's vilue to an aftnouift tha^cquals the proportion of the poverty line typically spent 
on the goodjQ his requires the estimation of the amount of expenditures for food, housing, 
and medical care for persons ai or near the poverty level. Because the recipient value and 
the poverty budget share value are always less than or equal to the market value, they yield 
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smaller {eductions in the poverty population. The lowest estimate is the one that includes 
fond, housing, and medical care, including institutional expenditures, and values these 
transfers at their market value^/ 

3. These, studies also attempt to correct for the underreporting of incomeS to the 
census, an adjustment that further reduces estimates of the poverty population. ^ 

4. These census figures arc substantially higher than the rough estimates providefrby 
Paglin (1980). 

5. For a discussion of the trend in relative poverty, sec Danzigcr and Plotnick ( 1982). 
0 For a discussion of how the official thresholds would change if they were to be recomputed 

using recent information, sec Fcndlcr and Orshansky (1979). 

<V If an individual reduces his/ her labor supply when an income transfer is received, 
then the transfer may induce an increase in pretransfcr poverty: The literature docs not 
provide a definitive estimate of the size of this response. Robert Plotnick (forthcoming) 
used a simulation model to move from the standard comparison of pretransfcr income 
(defined as posttransfcr income less transfers) and poattransfcr incqmc to one that adjusts 
prctransfer income for transfer-induced labor supply and earnings effects. He restricted 
his analysis to household heads between the ages of 18 and 58 and to the six largest cash 
transfer programs (i.e., social security, public assistance, unemployment insurance, 
workers' compensation, veterans' pensions, and vctcrans'disability compensation). Using 
the income and substitution effects estimated from the Scattlc-tDcnvcr Income Mainten- 
ance Experiments, Plotnick found that in 1974 all cash transfers from these programs, 
because of their income guarantees and marginal tax rates, ind uccd a 1 5.4% decrease in the 
earnings of transfer recipients. As a result, his data show that cash transfers reduced 
poverty by 18% when their effect is measured as in Table 2 of this paper, but by only 8% 
when labor supply responses were included. For female heads of household with children, 
the conventional approach shows that transfers reduced poverty by 17%, while the labor 
supply adjustments reduce this to 13%. 
,? Plotnick's estimate is not directly applicable 'for our purposes, however. Fint> in 
deriving his estimate, he assumed a total elimination of the transfer programs. Such a 
change would probably have considerably larger labor supply responses than would a 
marginal change in any program. Second, analyse* based on income and substitution 
effects alone do not explain the increased participation of those already eligible. And Over 
the recent period, participation has increased in many programs in which the income, 
guarantees and marginal tax rales have remained fixed. Without a model of the decUion td 
participate, one cannot determine whether the factors that contributed to increasing 
participation also led to labor supply changes. If factors unrelated to guarantees and tax 
rates were responsible for increased transfers, then transfers may not have had the labor 
supply effects attributed to them by Plotnick. 

7. If transfers had no effect on poverty, the numbers in columns I and 2 would be the 
same, and the measure of anttpovcrty effectiveness in column 3 would be 1.0; if transfers 
totally eliminated poverty, the ratio would be 0.0. 
" 8. The dependent variables were the logarithms of the various poverty incidences; the 

independent variables were the logarithms of the unemployment rate, cash transfers per 
household, and GNP per household. The regressions were estimate^ using a maximum 
likelihood adjustment for autocorrelation. The coefficients and complete details of our 
procedure can oe found in Danzigcr and Uottschalk (\9%2). 

9. The studies on which this conclusion is based are reviewed in Danzigcr ct al. ( 198 1 ). 

10. For a discussion of alternative antipoverty policies sec Danzigcr et al. ( I9*f9) and 
Danzigcr ct al. (1980). 
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